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ACCOUNTING DEPARTMENT 
“The Ditto One-Writing principle greatly simplifies 
preparation of financial and accounting reports. With 
Ditto every copy is error-proof.” 


Houdaille-Hershey Corp. : : 
Houde Engineering Corporation Div. 


SALES DEPARTMENT 
“Ditto gets out our up-to-the-minute bulletins -for 
salesmen in less than five minutes. We save $40.00 a 
month over previous copying method and get our 
copies faster.” 













Cudahy Packing Co. 
Kansas City, Mo. 


PAYROLL DEPARTMENT 

“Besides securing more complete records and elim- 

inating copying errors in payrolls, we are saving 57% 
of the time formerly required.” 

Ralph S. Webster, General Office Maer. 

Merrimack Mfg. Co., Lowell. Mass. 

PURCHASING DEPARTMENT 
“We chose the Ditto One-Writing Purchase Order 
Plan because of its simplicity, accuracy and flexibility.” 


R. K. Moore, Purchasing Agent 
United Air Lines, Inc. 


ORDER-BILLING DEPARTMENT 
“We found the solution to our back-order problem 
in Ditto . . . nothing could be simpler or more 


economical than this system.” 
Robert W. Graf 


Keystone Chromium Co. 


PRODUCTION DEPARTMENT 


“Ditto gets orders into the shop three days earlier.” 
L. J. Wenstrup, Ass’t to Gen. Mgr. 
The Yale and Towne Mfg. Co. 

























DEPARTMENT SPEEDS AND 
SAVES WITH DITTO.... 


You'll marvel at Ditto’s amazing flexibility and 
versatility. Every department can use Ditto and 
effect savings. That’s why business men choose 
Ditto. There’s no idle time for this versatile 
machine and every use saves money for your 
business. 


PAY. ROLL e PRODUCTION P= eee = IMAL COUPON TODAY®@ aaa aus 
Vij : DITTO, Inc., 740 S. Oakley Blvd., Chicago 12, III. 
: Please send us free, without obligation, actual forms 
\ § for the following Ditto Departments: 

# (Check which System you desire) 

Nake ony ee 
PURCHASING > ORDER-BILLING ' [) Accounting Gos a} Sues Dae.” — 

a 

g Company Name........ 
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TRAINING 
YOU CAN 
RECOMMEND 














@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for IAS 
educational policies and activities. The sixteen Certified Public Accountants composing 


nation papers. Some give full time, others part time, to [AS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the [AS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 





JOHN T. MADDEN 
DEXTER S. KIMBALL 
E., LEB, boc. 


LEE GALLOWAY 
B.Sc., Ph.D. 


GEORGE P. ELLIS 
CPA. 
STEPHEN GILMAN 
B.Sc., C.P.A. 


Stanley E. Beatty, C. P.A. 


George P. Ellis, C. P. A. 
C. W. Emshoff, C. P. A. 





C.P.A., B.C.S., M.A., Sc. D 


Harold W. Boedeker, C. P. A. 


EXECUTIVE EDUCATIONAL COMMITTEE 


President, International Accountants Society, Inc.; Dean, School of Commerce, Accounts and Finance, New York 


. University; Former President, American Association of University Instructors in Accounting; Former President, 


American Association of Collegiate Schools of Business. 

Chairman, Board of Directors, International Accountants Society, Inc.; Dean Emeritus, College of Engineering, 

Cornell Unit ersity; Former Pre sident, American Society of Mechanical Engineers; author of “Cost Finding,” 
“Industrial Economics,’ and other textbooks. 

Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman, Board of Directors, 

The Ronald Press Company; Former Director, Department of Management, New York University; author of 
“Office Management’ and other textbooks. 

Practicing Certified Public Accountant; Member of Faculty, International Accountants Society, Inc.; Former 

President, Illinois Chamber of Commerce; Former President, American Society of Certified Public Accountants; 

Former President, Executives Club of Chicago. 

Vice-President and Educational Director, International Accountants Society, Inc.; author of ‘Accounting Concepts 

of Profit,” Passes ges. Financial Statements,” “Principles of Accounting,” What the Figures Mean,’ and 


numerous technical articles on accounting and allied subjects. 


FACULTY 


Stephen Gilman, C. P.A Frank H. Murray, C.P. A. J. G. Terry, C. PLA. 

John A. Hinderlong, C. P. T.N. Perry, C. P. A. G. S. West, C. P. A. 

James W. Love, C. P. A. Russell C. Swope, C. P. A. Harry G. Westphaln, C. P. A. 
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Additional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, Nc. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 


HICAGO 6, ILLINOIS 
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I ntroducing This M onth’s Authors 








Associated with the investment securities field 
for forty years, Mr. Robert W. Baird, whose 
article on “Funded Debt and Equity Financ- 
ing” opens this issue, is now serving as presi- 
dent of The Wisconsin Company of Milwaukee, 
a post he has held 
since 1922. Mr. 
Baird was born in 
Evanston, Illinois, 
and was gradu- 
ated from North- 
western University 
in 1905. For six 
years thereafter he 
served as sales rep- 
resentative for the 
investment securi- 
ties firm of A. B. 
Leach and Com- 
pany, leaving that 
Organization to 
join The Wiscon- 
sin Company and 
predecessor companies in 1911. Vice-chairman 
and trustee of Milwaukee Downer College and 
trustee of Lawrence College, Mr. Baird is di- 
rector of Chain Belt Company, Badger Meter 
Manufacturing Company, Walker Manufactur- 
ing Company of Racine, Holeproof Hosiery 
Company, Kearney and Trecker Corporation, 
and Cleaver-Brooks Company. 





Biackstone. 


MR. BAIRD 


Well-known to readers of THE CONTROLLER 
is Mr. O. C. Cool, who was one of the fea- 
tured speakers at the Annual Meeting of the 
Controllers _ Insti- 
tute of America in 
1943. Many mem- 
bers of The Insti- 
tute are also 
served by Mr. 
Cool’s organiza- 
tion, the Labor 
Relations Institute, 
in New York. 

A graduate of 
the University of 
Missouri, Mr. 
Cool hails from 
Weber. the midwest. He 

began his business 

career as editor of 
a group of country newspapers, but his man- 
agement talents drew him more and more 
into business administration. He specialized in 
taxation for several years, but as his ability 
as a labor relations expert developed, he began 
to major in the latter field. He founded the 
Labor Relations Institute in 1938, and through 
it serves more than 6,000 companies through- 
out the United States. 

Hailed by “Modern Industry’’ magazine as 
“the nation’s top-flight management consult- 
ant,” Mr. Cool is thoroughly familiar with the 
inner workings of business operations. 

When not directing surveys, superintending 
the installation of incentive plans, the training 
of foremen, or the negotiation of union con- 
tracts, Mr. Cool divides his time between two 
“labors of love,” golf and his garden—either 
of which is “hard labor” when tackled by the 
still-hopeful penner of these lines. 





MR. COOL 


Because it frequently occurred to Winthrop 
Dwelle that the subject of organization receives 
somewhat less attention than its importance 
merits, although it is of a more than passing 
interest to controllers since they are often 
confronted with such matters beyond their im- 
mediate departments, he prepared the article 


in this issue, which he considers a general in- 
troduction to the subject. 

Mr. Dwelle is 
assistant comptrol- 
ler of Standard 
Brands _Incorpo- 
rated, having 
served as staff as- 
Sistant to the 
comptroller of 
American Steel 
and Wire Co., 
Lieutenant of a 
Medium Tank 
Platoon, chief ac- 
countant of the 
International  Sil- 
ver Company, and 
on the staff of 
Price, Waterhouse 
and Company. A native of Georgia, Mr. 
Dwelle studied engineering at Georgia Tech, 
entered accounting via “the Depression’’ and 
is primarily interested in what might be called 
the science of management. 





: nderwood. 
MR. DWELLE 


Mr. Harry C. Gretz who served as chairman 
of the subcommittee, of the Committee on 
Federal Taxation of the Controllers Institute, 
which organized 
and conducted the 
survey of withhold- 
ing and income tax 
reporting problems, 
is assistant comp- 
troller of American 
Telephone and 
Telegraph Com- 
pany, New York. 
His particular re- 
sponsibilities lie in 
the field of account- 
ing methods and the 
use of machines in 
Conway. that connection. A 

member of the Con- 

trollers Institute of 
America since October, 1941, Mr. Gretz has 
served in the accounting departments of vari- 
ous Bell System companies since November, 
1903. Most of that time, 1912 to 1936 spe- 
cifically, was spent with the Chesapeake and 
Potomac Telephone group of companies in vari- 
ous capacities. He was general auditor with 
these companies beginning in 1929 and trans- 
ferred to American Telephone and Telegraph 
Company in January, 1936. During the 1944- 
1945 term Mr. Gretz served as president of 
the New York City Control of The Institute. 





MR. GRETZ 


Mr. Donald P. 
Perry of Boston, 
Massachusetts is a 
partner of Ly- 
brand, Ross Bros. 
& Montgomery, 
certified public 
accountants. A na- 
tive of Massachu- 
setts, he graduated 
from Harvard Col- 
lege in 1916. After 
serving as an ar- 
tillery officer in 
the first world war, 
he joined the staff 
of his present firm 
in 1919. A member of the American Institute 
of Accountants since 1924, Mr. Perry has 
been a member of the Board of Examiners for 





. 


MR. PERRY 





the past two years. He is a certified public 
accountant of Massachusetts, Illinois, Michi- 
gan, New York, Ohio and Pennsylvania, and a 
past president of the Massachusetts Society of 
Certified Public Accountants, Inc. He is pres- 
ently chairman of the Massachusetts Board of 
Registration of Certified Public Accountants, 


One of the country’s better known young 
business men is Mr. Thomas R. Reid, who is 
now serving as 
director of person- 
nel and public re- 
lations of McCor- 
mick and Com- 
pany, of Balti- 
more, Maryland. 
He is a member 
of the Senior 
Board of Direc- 
tors of the firm 
and has previously 
served as a mem- 
ber of the Junior, 
Factory, and Sales 
Boards of the 
company, as well 
as being chairman 
of the Junior Board in the company’s Multiple- 
Management Plan, which he describes in this 
issue and which has been the subject of con- 
siderable interest throughout the country. 

Formerly executive vice-president of the 
United States Junior Chamber of Commerce 
in. Chicago, Mr. Reid has also in recent years 
served as assistant to industry members in the 
National War Labor Board, and as assistant 
program director of a St. Louis radio station. 
He is now a director of the Baltimore Crim- 
inal Justice Commission, Baltimore Veterans 
Advisory Council, Baltimore Junior Associa- 
tion of Commerce, and Baltimore Traffic Sur- 
vey, and is a member of the Employee Rela- 
tions Committee, Grocery Manufacturers of 
America. 





MR. REID 


Dr. Upgren who on July 1 of this year 
joined the staff of the Minneapolis Star Jour- 
nal as associate editor of its editorial pages, 
continues active 
as professor of 
economics in the 
School of Busi- 
ness Administra- 
tion, University of 
Minnesota, and as 
vice-chairman of 
the Ninth District 
Committee for 
Economic Devel- 
opment. Three 
present connec- 
tions of that cali- 
ber bespeak an in- 
teresting and var- 
ied background. 
Dr. Upgren’s aca- 
demic training was completed at the Univer- 
sities of Wisconsin and Minnesota. Before en- 
tering college he was engaged for two years 
in country banking, and from 1920 to 1930 
in metropolitan banking and brokerage work. 

Dr. Upgren was an observer for the Federal 
Reserve System at the Bretton Woods Inter- 
national Monetary Conference in July, 1944. 
At the time of the conference, he also served 
as secretary to the Conference’s Commission 
on the International Bank for Reconstruction 
and Development, of which Lord Keynes was 
chairman. 

From 1942 until July 1, 1945, Dr. Upgren 
was vice-president and economist of the Fed- 
eral Reserve Bank of Minneapolis, where he 
directed work in the field of postwar planning. 
It was in this work that the Albert Lea plan 
of community postwar planning was developed. 

—PAuUL HAASE. 
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Right now, top. management is shooting at major cost 
savings—the kind that can strengthen the competitive 
position of a company, enable it to offer more for less. 


That’s why you'll find more and more executives setting 
their sights, not on inconsequential savings in the cost 





ost of printed forms. 


Cost of completed records — 
writing, handling, using forms. 


Cost of all activities controlled 
by systems and records. 

















of printed forms—but on the broader circles of savings 
that can be effected through scientific paperwork simpli- 
fication. For, today, they recognize that the cost of 
writing, handling, routing and filing forms adds up to 
from 10 to 50 times the cost of the forms, themselves. 


More important, they realize that improved form design, 
writing methods and procedures put them on the real 
bull’s-eye—better management control. Which can mean 
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IN THIS CASE 


The real “bull’s-eye”’ is 


five-and-six figure savings as well as better products and 
services, better dealer and customer relations. 


Such Savings are Continuous 


Savings effected through Standard’s Kant-Ship Contin- 
uous Forms and systems (based on scientific analysis 
and proved paper-work simplification methods) are not 
just a “one shot.” They keep right on saving for you. 
Standard makes sure of this. On every reorder of forms, 
Standard makes a thorough recheck of form design, 
writing methods and procedures. In addition, a regular 
periodic check is made of all mechanical equipment. 


Let us show you how much MorE Standard methods 
can save for you, how much more Standard offers. See 
for yourself what continuous paper-work simplification 
can mean in better control at less cost. 


WRITE TODAY for free booklet, 
“A New Frontier In Business."’ 
It offers a new conception of 
forms as tools of control, 
integrated into systems. that 
save money. 


Go @..0 (0: 0° e 
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THE STANDARD REGISTER COMPANY 


Manufacturer of Record Systems of Control for Business and Industry 


DAYTON 1, 


Pacific Coast: Sunset McKee-Standard Register Sales Co., Oakland, California. Canada: R. L. Crain, Limited, Ottawa. London: W. H. Smith & Son, Ltd. 
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Lcdttortal Comment 


Well Done, and More To Come 


den the close of momentous 1945, controllers 
may review its record of accomplishments in 
their field with a sense of satisfaction over a series of 
difficult tasks well done. There has been, and will be, 
no easing up. Nineteen forty-six promises another 
series of complex problems which will need the same 
skill and conscientious application that have carried 
them through thus far with great credit to their calling. 
It is just another year coming up. 


A Real National Inventory and Budget? 


"thse paige that has the appellation ‘“budget’’ at- 
tached to it is of deep interest and significance to 
controllers, so when such an authority as Bernard M. 
Baruch comes out and openly advocates budgeting this 
nation’s resources, it is not only news but also a land- 
mark in the forward surge of controllership. 

Mr. Baruch suggests taking inventory of this coun- 
try’s resources before decisions are reached as to fur- 
ther drains to be made on them. He wants an over-all 
picture of the balance sheet of the United States. He 
is curious as to what the debts of this country are, in- 
cluding those which the public holds in bonds, and 
what is owed to others. He would like.to see figures 
with respect to how much this debt must be increased 
in order to settle terminated war contracts, and con- 
tracts which still have some time to run. He would 
include in the picture the sums needed for Bretton 
Woods, U.N.R.R.A., and foreign loans. 

A part of this inventory and budget would be a de- 
termination as to the country’s productive capacity, 
which would lead then to a determination as to how 
this production could be divided. He suggests main- 
taining a sufficient amount of this production in the 
United States to avoid disastrous inflation, after which 
a decision could be reached as-to how much could be 
allocated for the rehabilitation of Europe, China, and 
the Philippines. 

Failure to take such an inventory and to prepare such 
a budget might lead to disaster in this country in which 
case “the whole world will go down with us,” he 
pointed out. 


618 


Mr. Baruch makes reference to the race which is go- 
ing on between prices and living costs, not only in this 
country but all over the world. Full production, he 
points out, would enable us to escape disastrous infla- 
tion. 

Making an inventory of this country’s resources, and 
the budgeting of the uses to be made of these resources, 
is not a new suggestion. At least one member of the 
Controllers Institute of America, Mr. Franzy Eakin, of 
A. E. Staley Manufacturing Company, of Decatur, II- 
linois, has long advocated the compilation of such fig- 
ures. It is a job of such magnitude that perhaps no 
agency other than the United States Government it- 
self could undertake it. The cost would be large if it 
were to be a detailed inventory and budget, but the 
Government, it may be pointed out, with the statistics 
and reports and information already in hand, could 
undoubtedly prepare an over-all set of figures which 
could at least yield sufficient information to Congress 
to meet the present situation. 

There is no going behind facts and figures when they 
are accurate and complete. Compilation of such in- 
formation is something which no business, large or 
small, would think of doing without. Why then should 
not the greatest business in the world avail itself of this 
too? 


Lower Federal Taxes 


T is difficult to believe, but there it is: No more 

excess profits taxes on corporations; no more cap- 
ital stock taxes; no more declared value excess profits 
taxes; lower corporation and individual surtax rates; 
larger normal tax credits for dependents, plus added 
5 per cent. reduction in total tax—a stimulating change, 
the first reductions in many years. 

Calculating the effects of these changes on the finan- 
cial positions of corporations is the controller’s task, 
one which undoubtedly he will undertake with pleas- 
ure. 

It marks a turning point in American business his- 
tory and economy from which it is to be hoped will 
stem noteworthy advances. 
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Voice of C ontrollership Effective in Revenue Legislation 


HE voice of controllership was effective when it 
Tce to enacting the Revenue Act of 1945, which 
was signed by President Truman on November 8. The 
Controllers Institute of America, through its Commit- 
tee on Federal Taxation, presented on October 2, to 
Congress, to the Treasury, and to the Joint Committee 
on Internal Revenue Taxation, of which Colin F. Stam 
is chief of staff, a general memorandum on Federal 
taxation, setting forth its suggestions as to provisions 
which might well be incorporated in the 1945 Act, and 
subsequent measures. 

Mr. Stam, in acknowledging receipt of the memo- 
randum, wrote in part: 


“Although, as you pointed out, many of the tax recom- 
mendations (of The Institute) dealt with problems that 
were beyond the range of the current tax bill, the Confer- 
ence Committee bill as finally passed by the House and 
Senate did follow your suggestions on several points as in- 
dicated below. 

“The Conference bill repealed the excess profits tax as 
of January 1, 1946; repealed the capital stock tax with re- 
spect to the capital stock tax year ending June 30, 1946, and 
declared-value excess-profits tax with respect to the related 
year; continued the unused excess profits credit carryback 
through 1946 (this nearly meets your suggestion that this 
carryback be continued for two years after the war); re- 
duced the combined corporate income normal tax and sur- 
tax rate for corporations with income over $50,000 to a 
starting vate within two points of the starting rate on indi- 
viduals; provided uniform $500 per capita exemptions for 
the individual income tax; and reduced the income tax start- 
ing rate to what in effect is 19%. 

“The House and Senate committees believed that further 
tax reductions at this time would result in too great a loss 
of income. Undoubtedly, however, further reductions will 
be considered next year.” 


Mr. Stam’s summary is not a complete digest of all 
the provisions of the 1945 Act, but mentions only those 
provisions which were either similar to or identical 
with those recommended by The Controllers Institute 
of America. 

Oscar N. Lindahl, Vice President—Finance, of Car- 
negie-Illinois Steel Corporation, is chairman of The 
Institute’s Committee on Federal Taxation. The Com- 
mittee has made plans for submission of additional 
suggestions when Congress begins the task of preparing 
more far reaching revision of the Federal Revenue 
Act, in 1946. These suggestions may be partly at least 
in the form of comments on proposed legislation when 
ithas been formulated, with respect to technical details 
as well as general provisions of the forthcoming amend- 
ments. 


Rosy Picture Painted by Treasury 


HE war was well financed, and at this time our 
banking institutions, business in general, and in- 
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dividuals are in a healthier financial condition than 
ever before. Those are the conclusions reached by 
Daniel W. Bell, Under Secretary of the Treasury, and 
presented before the Association of Stock Exchange 
Firms at a dinner in New York City. The country’s 
financial health is good, he says, in spite of the large 
debt the nation is carrying. 

Some interesting facts were presented by Mr. Bell: 
Currency circulation increased by $18,000,000,000, of 
which only a small part is chargeable to tax evaders 
and black market operators; large savings were made 
out of war wages by families formerly with low in- 
comes, and many are holding their savings in currency; 
the average rate of interest on the Government debt 
is 1.94 per cent.; net borrowings during the war were 
done at an average of approximately 1.8 per cent., 
as compared with 414 per cent. during World War I; 
$68,000,000,000 is the estimate of savings by individ- 
uals during the five-year period, only a small portion 
of which is “hot money.” 

It is an interesting picture. Furthermore a great 
deal of satisfaction can be derived from it, from the 
United States Treasury’s point of view, and there will 
be many who will be in complete agreement with it. 

Perhaps the most promising part of Mr. Bell’s pres- 
entation was the hope and intent which he voiced, 
that conditions will be so good in the next several 
years that the Treasury may have a surplus which can 
be devoted to continuous retirement of the Govern- 
ment’s debt. 


Needed: An Economy Program 


bP gi will the Government prepare and put for- 
ward an economy program to offset the policy of 
inflation which apparently is being permitted to pre- 
vail? That is a question which is causing real con- 
cern to thinking men. Spending bills are being pressed 
in Congress, such as those which would provide for an 
increase in unemployment compensation, for full em- 
ployment, and for further increasing salaries of federal 
workers. The hope expressed by Mr. Daniel W. Bell 
in his address to which reference is made elsewhere on 
this page, that it may be possible to reduce the Gov- 
ernment debt in the years just ahead, would seem to be 
based on the thought that some economies can be af- 
fected. The budget deficit, leading to the creation of 
more banking credit, more currency, and more excess 
purchasing power in the hands of consumers, is an 
inflation invitation. Apparently, the only ones who 
should be interested in effecting economies, in the eyes 
of the Government, are business enterprises. 


Christmas Greetings 


ERRY CHRISTMAS, controllers and financial of- 
ficers! The conductor of this department extends 
cordial greetings and best wishes at this holiday season, 
and suggests that you come out from under the load of 
your year’s end duties long enough to absorb your share 
of the holiday spirit. It would be an excellent tonic. 
ART. 


Funded Debt and Equity Financing 


In order to get a background for these 
observations, let me remind you of some 
of the things you have seen happen in the 
financial world and which you may have 
forgotten. In 1919 the government debt, 
following the first world war, reached an 
all-time high of more than $26 billions. 
By the end of 1930 the government debt 
had been reduced to a little over $16 bil- 
lions. By 1932 the debt had increased to 
approximately $20 billions and in the 
next five years it had doubled to around 
$41 billions. 

You will recall that in 1932, 1933 and 
1934 the Reconstruction Finance Corpora- 
tion was the principal government agency 
that poured money through the medium 
of loans and stock purchases as a plasma 
into the bloodstream of our prostrate 
economy. The Reconstruction Finance 
Corporation in those years made total 
commitments for disbursements of more 
than $13 billions and actually disbursed 
some $10 billions. 

Of the $10 billions, the banking struc- 
ture of the country received through loans 
and capital stock purchases a little less 
than one-third, or $3,250,000,000; the 
agencies that could benefit agriculture re- 
ceived $1,440,000,000; the railroad in- 
dustry approximately $825,000,000; self- 
liquidating projects, including W.P.A. 
municipal securities, approximately $750,- 
000,000; and $400,000,000. odd as loans 
and capital for mortgage companies. 

You will also recall that in the latter 
years of the R.F.C. activities it used its 
lending power not so much to relieve fi- 
nancial distress, as to keep interest rates 
under control. 

From 1937 to 1940 the government 
debt rose from $41 billions to $48.5 bil- 
lions. This was the period when there was 
a sharp difference of opinion as to the 
need of continuing government spending 
and deficit financing. From 1941 to 1945 
the national debt rose precipitously from 
$55 billions in 1941 to $76 billions in 
1942; $140 billions in 1943; $202 bil- 
lions in 1944, and $259 billions by June 
30 of this year. This chart visualizes bet- 
ter than the figures how our government 
debt has increased in the last ten years: 

In the thirteen-year period from 1932 
to 1945, you realize that in the first four 
years government credit was used to re- 
vive a prostrate economy. During the next 
four years it was considered unwise polit- 
ically, and possibly economically, to take 
the patient off the stimulant of govern- 
ment spending, and during the last five 
years the debt went from $55 billions to 
$259 billions due, of course, to the second 
world war. 

All of this might be summarized by say- 
ing that never in the history of this coun- 
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try has there been such a prolonged period 
when the government has had a fixed 
policy to maintain easy money and ample 
credit, and never in our history has the 
government and its agencies had such con- 
trol over money rates and credit and when 
the amount of financing under such con- 
ditions had reached such proportions. 
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OF FISCAL YEAR 


Just a word on what this has done in 
the financial world which vitally affects 
financing, particularly corporate financing. 
In the twelve-year period from 1932 to 
1944 the total admitted assets wf life 
insurance companies have more than 
doubled—$20.7 billions in 1932 to just a 


little less than $43 billions by September 
30, 1944. In the 1014-year period from 
June 30, 1934, to December 30, 1944, 
total deposits of all banks increased from 
$42 billions to $119 billions. 


Easy CRreEpDIT EFFECTS 


All of this credit pouring into our eco- 
nomic structure has naturally had a pro- 
found effect on the prices of outstanding 
securities and on the financing that had 
been done in the last ten years. Maybe Mr. 
Vinson’s recent statement tells the story 
better than anything else. He said that by 
July 1, 1946, the public debt would be 
approximately $275 billions, and the an- 
nual carrying charges would be about $5.5 
billions, or at an average rate of 2 per 
cent. I think it is evident to you that there 
cannot be $275 billions of United States 
Government issues outstanding at an av- 
erage rate of 2 per cent. without its re- 
ducing substantially interest rates and 
dividend rates on all outstanding securi- 
ties. That, of course, is what has hap- 
pened. You know it from your own 
knowledge here that practically all secuti- 
ties outstanding in 1932 have either been 
paid off or refunded. Mortgage bonds 
of all Wisconsin utilities have been te- 
funded. The same thing has happened 
to the mortgage bond issues of our indus- 
trial companies. They have either been 
paid off or have been refunded largely 
through term loans. Much the same thing 
has happened also with the higher-rate 
preferred stocks. They have either been 
paid off or refunded at lower dividend 
rates. The trend of interest rates has been 
sufficiently downward for this period so 
that utilities which financed in the begin- 
ning have now been through one, two and 
sometimes three refunding operations. 

As an illustration, a rather substantial 
utility in Illinois (the Central Illinois 
Public Service Company) in 1938 sold a 
first mortgage 334 per cent. issue to re- 
deem its first mortgage 414 and 5 per 
cent. bonds sold in the 1920's. In 1941 
this company sold 334’s to retire the 
33/,’s, and it has just been announced 
that a new issue will be sold shortly in 
the amount of $38,000,000. to retire the 
33's, which have only been outstanding 
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CORPORATE FINANCING TRENDS 


What has been happening in the field of corporate financing and the basic 
causes behind the trends is discussed with an unusual combination of detachment 

| and detail in this paper by Mr. Baird, president of the Wisconsin Company, Mil- 
| waukee, who presented it at the September 11 meeting of the Milwaukee Con- 
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since 1941. (My guess is that the new 
issue will carry 3 per cent. interest.) 

In an entirely different field, the Stan- 
dard Oil Company of New Jersey an- 
nounced that it has placed a $50,000,000. 
ten-year Debenture issue carrying 134 per 
cent. maturing $5,000,000.in 7 years, $5, 
000,000. in 8 years, $5,000,000. in 9 
years, and $35,000,000. in ten years, to 
retire its outstanding issue of 234’s. 

The Eastman Kodak Company issued 
in 1931 a non-callable preferred stock 
issue which is still outstanding. In 1931 
the stock sold at 103 and during this year 
that stock with a par value of $100.00 
has sold several times at $200.00. 


BORROWER’S MARKET 


I think you realize that this period has 
been, is now, and for sometime is likely 
to be a borrower’s market, and that an 
easy money policy is necessary for the 
government in its postwar adjustments. 
First and foremost is the handling of the 
national debt, which is likely to be from 
$275 billions to $300 billions. You can 
see why such an easy money program is 
necessary if you look at the present status 
of the public debt as reported by the 
Treasury Department on June 30, 1945. 
At that time there were outstanding Treas- 
uty Bills, which are ninety-day paper, in 
an amount of a little over $17 billions; 
Certificates of Indebtedness, which are 
one-year notes, of something over $34 
billions; notes which mature in from one 
to five years of approximately $23.5 bil- 
lions; Tax and Savings notes, which run 
from one to three years, a little over $10 
billions. this means that $84,700,000,- 
000., or approximately one-third of the 
national debt matures within one to five 
years. If you add to this the United States 
Savings Bonds which are outstanding in 
the amount of $45.5 billions, which have 
a maturity date of from 10 to 12 years 
but which in effect are demand paper, 
you can realize that the government policy 
will be favorable to a continuance of easy 
money rates, at least until this part of the 
government debt is funded in more per- 
manent form. 

In addition to all the other demands 
that may be made upon the government 
in connection with its peacetime pro- 
. gtams, you have been reading in the news- 
papers recently that there has been a dis- 
cussion of extension of credit to our allies 
in a substantial amount for thirty-year 
credits at 23 per cent. I was interested 
to read recently an editorial comment in 
the ‘Journal of Commerce,’ of New 
York, predicting in the next two or three 
years a rise in bank deposits that will 
probably be more rapid than in any peace- 
time year of the past, and that the pressure 
of relatively rapid expansion of bank de- 
mand deposits will be felt by the economy 
of the country for some years to come. 

That very sketchily is the background 
on which I want to discuss the recent 
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trends in funded debt and equity financ- 
ing, but I give it to you also because I 
know you undoubtedly have been work- 
ing on some of your own financial pro- 
grams. I presume you are on the last or 
next to the last renegotiation proceedings. 
You are probably also in contract termin- 
ations. You are also setting up some bud- 
gets for your reconversion and post-war 
programs. All of which involves some 
close analyses and estimates of your com- 
pany’s working capital requirements in 
the coming months. That is the reason 
I touch on easy credits and the money 
markets so that you might at least con- 
sider their effect in your consideration of 
the volume of business, the higher costs 
of carrying inventories and doing busi- 
ness, and maybe revise your earlier ideas 
of what you consider adequate working 
capital for your company. 

Now let me give you some of the re- 
cent developments that have been brought 
about by this pressure of easy money and 
the volume of credit, and what it has done 
to corporate financing. I would rank them 
in their maturity order as follows: 


Bank Term Loans, 

Insurance Term Loans, 

Public issues of Debentures and Mortgage 
Bonds, 

Preferred Stocks, 

Comman Stocks. 


As you realize, if you use the first three 
methods you will acquire creditors; if you 
use the last you acquire partners, and if 
you use the preferred stock avenue you 
will get kind of a limited partner. 


TERM LOANS 


First, is the evolution of the term loans 
by the banks. I think you would define it 
as a serial loan running from 1 to 10 years 
with average serial maturities. At times it 
has ballooned maturities on the long end. 
This is not a particularly new procedure 
because we have always found that in a 
serial public offering the first 5 to 10 
maturities were usually bought by banks. 
It is, however, a very interesting and 
satisfactory method of financing, in that 
it can be arranged on short notice; there 
is no publicity; there is no registration to 
go through with; the rates are very satis- 
factory and the restrictions which the 
banks impose are not at all burdensome. 
Usually they are tailor-made to conform 
to the requirements of your business and 
the basic one is usually some restriction on 
the payment of dividends or restrictions 
on adding fixed assets that would bring 
the net working capital below some per- 
centage of the term loan. It has one other 
very distinct advantage in its flexibility, 
and that is, if the conditions under which 
you operate change, there is the ability to 
Sit down with a bank officer and amend 
the agreement by mutual consent to con- 
form to the changed conditions. 

From the bank’s point-of-view these 
term loans are very satisfactory because 
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they get a slightly better rate on them 
than if you stayed in ninety-day com- 
mercial paper. Presumably these loans 
will be rediscountable with the Federal 
Reserve in case they want to raise money 
on them, and they are not subject to 
criticism by the Bank Examiners because 
they are not rated by the rating agencies 
whereby bank examiners criticise any se- 
curities that are rated below the first four 
classifications. The only two questions 
you have to answer about a term loan are: 


1. Do you want credit where the payoff is 
rather heavy and the average maturity is 
only about 5% years? 

2. Do you want to use your best security for 
borrowing at this time, or leave your bor- 
rowing ability wide open as a safeguard 
for your future requirements? 

Very much like the bank term loan, but 
somewhat longer in maturity, is the in- 
surance company loan, which usually runs 
from 1 to 20 years or from 5 to 15 years. 
There have been a number of cases of a 
combination of bank and insurance loans, 
the bank taking from 1 to 5 years and the 
insurance companies taking the next 10 
to 15 years. These long maturities carry 
a slightly higher rate, but are still on a 
very attractive basis relatively. They have 
the same advantages of no registration and 
no publicity, and also have the flexibility 
of being amended by mutual consent. 

I have no reason to question the satis- 
factory results of these bank term loans 
and the insurance term loans. It must be 
remembered, however, that this type of 
financing by the banks and insurance com- 
panies has not been tried by a depression. 


MORTGAGES OR DEBENTURES 


The third type, of course, is the jew 
issuance of long-term mortgage or deben- 
ture issues. Its characteristics are not only 
its long maturity, but also its low interest 
rate, and that advantage, of course, is that 
a corporation usually avails itself of the 
present interest rates over as long a period 
as it is feasible to market. 

Of course, this involves registration and 
the attendant publicity which some cor- 
poration owners and executives do not 
like. Our own experience is that after you 
have been through it once, you do not 
mind it very much and my own feeling is 
that a preparation of a registration state- 
ment is a good thing for an organization 
to go through. Some people do not like to 
go to their Doctor and be thoroughly ex- 
amined for fear the Doctor might find 
something wrong. In much the same way 
the preparation of a registration statement 
is not altogether without its distinct bene- 
fits, and my own feeling is that as time 
goes on it will be an accepted practice. 


PREFERRED STOCK 


I think the most interesting develop- 
ments have come about in the fourth form 
of financing, as far as maturity and terms 
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are concerned, and that is, preferred stock. 
My experience has been that a good many 
corporation executives emphasize the 
wrong features in a preferred stock issue. 
The dividend rate means more to them 
than the protective provisions, and they 
give more consideration to thinking about 
the call price than they do to the amount 
of the sinking fund. 

It seems to us that in looking at pre- 
ferred stocks there are about four pro- 
visions that are interesting, particularly 
in the recent styles and patterns. Three of 
them are very important to the corpora- 
tion ownership and management. 

The first is, what are the protective pro- 
visions in case of default ? 

The second is, what are the terms of 
the sinking fund or retirement fund, i. e., 
how permanently is the capital committed 
to the corporation ? 

The third is, how much latitude does a 
corporation have to borrow ahead of its 
preferred stock if it so desires? 

Fourth, important: but in a way minor 
over the long pull of years, are the divi- 
dend rate and the call price, and the price 
the company receives for its stock. 

Let me discuss those points very briefly 
in the order in which I have given them: 

1st. In regard to protective provisions 
in case of default. The older issues used to 
provide, if a preferred stock was defaulted 
for 12, 18 or 24 months, that the pre- 
ferred stock elect a majority of the Board. 
The recent trend is to change this pro- 
vision so that the preferred stock as a class 
can elect from 16 per cent. to 25 per cent. 
of the Board, but very rarely a majority 
of the Board. This means that the manage- 
ment cannot be in any upset if the com- 
pany should come upon difficult years and 
should have to default. 

The second provision about borrowing 
usually provides that the company may 
borrow or issue additional preferred stock 
in an amount restricted by a formula 
which provides that the total assets less 
the current liabilities usually equals a 
certain percentage of the total of the 
funded debt and preferred stock. This 
figure may be 175 per cent., 200 per cent. 
or 250 per cent., and it is usually arranged 
so that it gives a corporation a substantial 
Slack to take care of its future require- 

The recent provisions on preferred 
stocks are very interesting in respect to 
sinking fund. Some preferred stocks have 
no sinking fund at all, but most of them 
have a sinking fund that requires a small 
percentage of the greatest amount out- 
standing from 11/, per cent., to 2 per cent. 
to 3 per cent., but this only applies if the 
company has sufficient earnings currently 
to pay preferred dividends and such a 
sinking fund, and, in addition to that, in 
some cases the company is permitted to 
use the sinking fund to buy preferred 
stock in the market, provided it can 
acquire it at or below the call price. If it 
cannot be bought below the call price, the 
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sinking fund money reverts to the treasury 
of the company. This means that the com- 
pany has the decision of how long they 
want the preferred stock to remain out- 
standing. If they can profitably use the 
money, they let it outstanding; if they 
don’t need it, they can call it in. The call 
price is somewhat above the original of- 
fering price but declines over the years. 

The dividend rate, as you know, has 
been running from 31, per cent. to 414 
per cent. This is a very different story over 
the old preferred stocks which carried 
much higher dividend rates, had much 
more mandatory retirement provisions, 
much more restrictive provisions on the 
issuance of underlying debt, and usually 
involved the ability to elect a majority of 
the Board in case of default. Sometimes 
we wonder if the investor has not waived 
too many protective provisions for just a 
priority over the common stock. This is a 
case where the preferred stockholder does 
not participate in the increment which he 
helps to create, and the corporation is in 
a position to keep the money on very 
satisfactory terms if it needs it, and pay 
it off at a small premium if it does not. 

I would certainly suggest that you make 
a very thorough study, if you need financ- 
ing, on what might be done with pre- 
ferred stocks, because it broadens your 
equity base without diluting your equity, 
and it gives you a chance to take advan- 
tage of these low dividend rates on rather 
satisfactory terms for almost an indefinite 
period. 

COMMON STOCKS 


The pressure of easy money and ample 
credit has reached the common stock mar- 
ket, but not so directly as the other forms 
of financing. The easy money has not been 
available in the stock markets because the 
margin requirements in the purchase of 
stock have been increased substantially. 
At the present time the margin require- 
ments are 75 per cent. of the purchase 
price as compared to 10 per cent. in the 
old days. The result of this is that most 
of the stocks that are being purchased 
these days are on a cash basis. 

Of course you know that banks cannot 
buy common stocks, and the buying of 
common stocks by fiduciary institutions 
has been on a restricted basis as they 
usually prefer senior securities. However, 
recently there has been a tendency to re- 
lax the laws permitting somewhat broader 
powers by allowing equity securities. The 
individual investor has been pushed into 
common stocks, inasmuch as he has not 
been particularly interested in following 
the institutional buyer in purchasing the 
thirty-year bonds on a 234 per cent. basis, 
and he has also begun to lose his interest 
in preferred stocks when they return less 
than 4 per cent. Apparently his logic is 
that if he can only get that return, he 
might as well take the greater risk in 
common stocks and get a proportionately 
greater return. 


In conclusion, let me make a guess, 
which maybe is a hope, and that is, that 
the senior financing of the Triple A 
names, both in bonds and in preferred 
stocks, will not go to a much lower yield 
or to any longer maturities, but that the 
pressure for the investment of institu- 
tional and private funds may begin to 
spread into securities of companies less 
known but which will give a more satis- 
factory return and not carry an undue 
amount of hazard. 

Maybe the emphasis in this country 
with the investor has been too much on 
marketability and what the Dow-Jones 
Averages are doing, rather than on buy- 
ing securities after a very careful analysis 
and staying with them, unless there are 
some adverse developments. 

As you know, with our heavy tax laws 
there is a tendency among a good many 
investors to buy securities of smaller com- 
panies and hold them for capital appreci- 
ation rather than for the dividend return. 
This, I think, is a difficult but a con- 
structive trend. It also is a good trend 
for preserving the private capital system. 


Insurance Progress Toward Uniform 
Accounting Reported 


Shelby Collum Davis, deputy superintendent 
of insurance of New York State, in an address 
at the annual conference of the Insurance Ac- 
countants Association, in New York, said con- 
siderable progress has been achieved by the in- 
surance field toward uniformity of accounting. 

“During the last few months I have had the 
opportunity of reviewing the accounting sys- 
tems of a number of our insurance companies, 
large and small,” he said. “Certainly, I have 
noticed an abundance of basic uniformity. I 
would consider it the worst form of bureau- 
cracy if an attempt were made to tell any in- 
surance company just how it must keep all its 
books and records down to the last detail. 

“To my mind, uniform accounting should 
never mean any of these things. But it seems 
to me that serious consideration should be 
given to the idea that all companies should 
classify their expenses in a uniform way. Some 
companies already are following this practice. 

Discussing reports of fire insurance groups 
representing 90 companies, Mr. Davis said he 
found “a rather curious item: twenty-four 
groups charged their moving expenses to gen- 
eral office maintenance, whereas two charged 
them to rents and two to postage, telegraph 
and telephone. 

“This is indeed an age of miracles when we 
can move our offices about with the good help 
of Uncle Sam’s postoffice or by telegraph and 
telephone.” 


Effect of Excess Profits Tax on Earnings 
and Dividends 


What happened to corporate earnings and 
cash dividends on common stock after excess 
profits taxes were imposed was the subject 
of an article in the August, 1945 issue of The 
Exchange, monthly publication of the New 
York Stock Exchange. Surveying twenty-five 
corporations with securities listed on the New 
York Stock Exchange, it was found that, of 
the twenty-five corporations, thirteen earned 
more in 1944 after allowing for taxes, than 
they did in 1939. Ten of the twenty-five paid 
higher dividends in 1944 than in 1939 and 
seven corporations paid less. 
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Labor and Personnel Problems 





During Reconversion 


Recognition, on the part of controllers, 
of the importance of labor relations is 
indeed most gratifying. There was a time 
in our industrial development when 
financial management lived in a separate 
world from the production scene and its 
roblems, but this is no longer true. Your 
Institute has taken enormous strides to 
foster understanding between top man- 
agement and Labor. I am informed that 
every one of your 36 Controls has de- 
voted meetings to the subject, and it has 
been my privilege to attend a similar dis- 
cussion at a national Conference of The 
Institute. Certainly no ome can say that 
controllers are unaware of, or indifferent 
to, the ebb and flow of the labor relations 
tide. 

You recognize that in our postwar era 
we must look upon employee relations as 
affecting every department of business 
and every walk of life. 

In fact, what we call employee rela- 
tions, labor relations or industrial rela- 
tions is human relations, the idea of be- 
ing decent and fair, of the application of 
the Golden Rule to each other for the 
ood of us all. Therefore, we should 
think of and discuss human relations as 
problems and responsibilities belonging 
to all. 

This subject has its definite world-wide 
aspects of which many of us have ample 
testimony in carrying on our every-day 
duties. While he may not participate di- 
rectly in handling the details of the labor 
relations program, the controller and his 
department possess a weighty influence. 
Some of the most searching questions 
which have come to us for answer were 
addressed to us by controllers—questions 
that probe beneath the headlines and 
teach the very heart of current problems. 

The first of these questions goes to the 
very heart of the problem which confronts 
Industry today. In a letter discussing cer- 
tain union demands, the controller of one 
of our client companies asked: 

“Our company has been accused, in the 
past, of refusing to bargain collectively. 
But now we seem to be victims of another 
trend. Our particular union confronts us 
with demands before we even have a 
chance to bargain. From what executives 
of other companies tell me, I gather this 
is becoming a widespread practice.” 


LABOR WEAPONS 


There, in a nutshell, is the gravest 
development which has taken place in 


By O. C. Cool 


labor-management relations since the end 
of the war. For years, Labor vociferously 
accused Management of evading and by- 
passing collective bargaining. But now 
the shoe is on the other foot. The strategy 
of Labor today is to steer clear of the ne- 
gotiating process. Here are some of the 
weapons that are being used to prevent 
the adjustment of differences around the 
conference table: 

1. A strike vote under the Smith-Con- 
nolly Act. This is becoming a common 
resort. Before they even sit down to ne- 
gotiate, unions are making it a practice 
to go to the National Labor Relations 
Board and request a strike vote. If it is 
taken, and the members approve—as they 
generally do—the union is free to call a 
strike within 30 days. What was intended 
to be a “cooling off’ period after all pos- 
sible negotiations had failed is thus per- 
verted into a combination deadline and 
club. In the tense atmosphere which fol- 
lows the voting, management ‘‘negoti- 
ates” with a pistol pressed to its head. 
Obviously, this is not conducive to the 
give-and-take of real collective bargaining. 

2. The “Good Faith’ Increase. En- 
couraged as it is by present Department 
of Labor practices, watch this Reconver- 
sion Baby grow! ‘Before we sit down to 
negotiate our final demands,” this propo- 
sition goes, “give us a 5 per cent. increase 
as an evidence of your good faith in col- 
lective bargaining.” Of course, the .em- 
ployer who does this merely plays into 
the hands of those who wish to boost 
wages far above the present scale. Once 
the employer gives the 5 per cent. he is 
virtually obligated to talk on the basis of 
30 per cent.—with the 5 per cent. ex- 
cluded entirely from the area of negotia- 
tion. The wise employer will resist all de- 
mands for “good faith” increases: his 
willingness to sit down and negotiate is 
all the “good faith” evidence that is nec- 
essary. Refusal of a good-faith increase 
does not constitute an unfair labor prac- 
tice. 

3. Forced or “Split” Arbitration. We 





all know what happened in the oil in- 
dustry case. Management offered a 15 per 
cent. increase. The union countered with 
a 30 per cent. demand—and the Govern- 
ment attempted to impose arbitration of 
the difference, not of the entire 30 per 
cent. The danger of this method, which 
may well spread and multiply, is that it 
may eliminate arbitration as a solution of 
disputes. 

If the present practice continues, it may 
become a two-edged sword. What is to 
stop Management, for instance, from 
saying tO a union in an off year, “We 
think wages should be cut 20 per cent.,” 
and the union says, ‘10 per cent. is all 
we can stand. Let’s arbitrate the differ- 
ence. 

It might be well for management to 
point this out to labor at every possible 
opportunity. 

All three of the variations mentioned 

‘strike votes before negotiations, “good 
faith” increases and “split” arbitration— 
are hazards to collective bargaining in the 
future. Management has accepted collec- 
tive bargaining, and, generally speaking, 
wants to live up to it. Therefore, Manage- 
ment should insist that true collective bar- 
gaining be preserved and utilized to the 
fullest possible extent. 

An important but vicious anti-employer 
factor is spreading throughout the coun- 
try according to reports of our field rep- 
resentatives, and that is union controlled 
production. The “slow down” is now be- 
ing used to some extent by most Inter- 
national Unions, as a part of the numer- 
ous attempts to coerce industry. The slo- 
gan oft times seems to be “a half day’s 
work for a full day’s pay.” Unfortunately, 
there is no sure way to stop this costly 
practice but good supervision and proper 
discipline can go far to improve such 
conditions. 


STUDY WAGE-SALARY SCALE 
The financial vice-president of a sec- 
ond company put his finger on another 








CONTROLLERS HAVE A ROLE 


Together with all top management, controllers must use their great influence 
| to aid our people toward right thinking and greater faith in our form of gov- 
ernment and our system of industrial enterprise, declares Mr. Cool in this paper, 
which he presented before the October 23 meeting of the Chicago Control. His 
observations should prove materially helpful in that respect. 


—THE EDITOR 
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“soft spot” in employee relations when 
he wrote to us as follows: 


I am convinced,” he said in his letter, 
‘that one obstacle to better relations in 
our organization is the haphazard way in 
which our wage rates and salary scales 
for various jobs has developed. Isn't this 
a good time to systematize the whole 
set-up?” 


That gentlemen is 100 per cent. cor- 
rect. Whether it be in the factory or in 
the office, there is no room today for in- 
equities in pay. Of course, wage stabiliza- 
tion did help to some extent, but only 
partially. In many cases, the surface has 
only been scratched—and now is the time 
to think the whole problem through and 
evaluate every job, office and plant on a 
company-wide scale. 

I say “Now is the time’ advisedly. 
Many companies which are reconverting 
to peacettime operation are setting up 
shaky wage structures. Giving an increase 
here and an increase there, without study- 
ing the whole organization and its inter- 
relationships, is unscientific and poten- 
tially hazardous. Going at it piecemeal 
always causes inequities. 

An inequitable wage and salary scale 
is one of the worst causes of discontent. 
It burdens management with grievarices 
in unorganized offices and plants, and 
opens the door to organization. In the 
course of our job evaluation work for 
hundreds of companies, we have found 
that the slight cost involved has paid 
handsome dividends. Scientific job evalu- 
ation frees management to manage. 

There is another important aspect to 
this subject. Job evaluation vastly sim- 
plifies the task of collective bargaining, 
not only by practically eliminating con- 
tentions over inequities, but also by nar- 
rowing the field of wage negotiation to 
the basic hourly rate. Changes in the 
basic rate are then proportionately ap- 
plied across the board. 


FOREMEN AND UNIONS 


The challenge of new types of organi- 
zation is mentioned in several recent let- 
ters from controllers. One correspondence 
commented as follows: 

“We ave striving very hard to make 
our foremen feel that they are part of 
management, and are culling the field for 
ideas and suggestions. Your ‘Foreman 
Facts’ bulletin is a case in point. The 
foremen regard its receipt as a Special dis- 
tinction, ratsing them in the eyes of their 
subordinates. Have you any further rec- 
ommendations ?” 


Yes, foreman unionization 7s a serious 

roblem, and it takes not one approach, 
- many, to make supervisors realize that 
they belong in the ranks of management. 
It is closely allied with another disturbing 
element—that of white collar organiza- 
tion. In the words of another financial 
executive: 
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“We apparently have given much more 
attention to the problems of workers in 
the shop than to our many grades of office 
and technical personnel. The Westing- 
house strike proves that a walk-out of 
clerical workers can black out produc- 
tion just as surely as if the factory peo- 
ple themselves failed to show up. I won- 
der if a survey of our white-collar jobs, 
pay, prerogatives and privileges might not 


be helpful.” 


Both white-collar workers and factory 
supervisors suffer from the same brand 
of discontent. They have seen production 
workers’ take-home pay go skyrocketing 
during the war, while their own stood 
relatively still. They have watched the 
WLB hand out fringe raise after fringe 
raise—vacations, sick leave, special bo- 
nuses, rest periods, shift differentials, 
and so forth—until there is hardly a privi- 
lege traditionally associated with super- 
vision or office work that cannot be 
equalled or bettered by the ordinary wage- 
earner in the shop. 

One result of all this was to cause the 
white collar worker to feel unimportant 
and to long for some means of remedying 
his lot. Then, to top this, the unions 
came along and waved the blandishments 
of seniority and the closed shop. Blind 
ourselves as we may, we cannot escape the 
fact that job security is as vital to book- 
keepers and lead-men as it is to me- 
chanics. 

So far as the foremen are concerned, 
many companies are attempting to duck 
the problem by using the “ostrich’’ tech- 
nique of paying no attention. “We have 
no fear about our foremen joining a 
union,” one personnel man boasted in 
my office, not long ago. “Why,” he con- 
tinued proudly, “Our president knows 
every foreman by his first name.” 

Maybe so. Anyhow, the foremen in 
that particular plant are unorganized no 
longer. Evidently, the old-family relation- 
ship was not as important as the employer 
thought! Incidentally, the supervisors’ 
chief demand in this instance was a work- 
able procedure for handling foremen’s 
grievances. Having the Boss call you Bill 
is not much help if he ignores your just 
complaints! 

Some of the means employed to avert 
foreman unionization are unworthy of top 
management. There are scores of cases 
now on record where the name ‘‘foreman’”’ 
was changed to “sub-executive” or “‘su- 
pervisor’” with the sole idea in mind of 
making them ineligible for membership 
in a foreman’s union. Such tactics are 
worse than useless. NLRB—like the Con- 
trollers Institute of America—goes by job 
content, not title. 


HANDLING FOREMEN 
This does not mean that nothing can 


be done to solve the foreman problem. 
Quite on the contrary. Here are some of 








the positive steps that any company can 
take to make its foremen conscious of 
their role as part of management, as com- 
piled by the Field Staff of the Labor Re- 
lations Institute: 

1. Special privileges. Space permitting, 
give each foreman a desk of his own, with 
a private mail basket. Insure further pri- 
vacy by enclosing all messages to the fore- 
man from top management in envelopes 
or folders, so that no one else can read 
what comes over his desk. 

Separate washrooms and locker rooms 
for foremen are coming into wider vogue. 
If you install them, put locks on the doors 
and give each foreman a key of his own. 
This may seem trivial, but it means a great 
deal in the eyes of employees who must 
get along with mass accommodations. 

Sign-in sheets, instead of time-clocks, 
are appreciated by the foremen. They also 
like to get paid by check, if the other 
executives do. If that cannot be done, per- 
haps you can give the supervisors a sepa- 
rate pay window, to save them from 
standing in line with the rank-and-file. 

A separate parking space for super- 
visors’ cars is another good idea. An even 
better one, experience shows, is to enlarge 
the area allocated to executives, and let 
the foremen park beside the rest of man- 
agement. 

2. Personnel policies. The foreman’s 
ancient right of hiring and firing has 
practically disappeared from the industrial 
scene. Nobody wants to bring it back— 
but the virtual promise to do so is one of 
the strongest lures used by foremen’s 
unions in recruiting members. Personnel 
men themselves admit that, under war- 
time emergencies, the pendulum swung 
too far toward centralization of authority 
in the personnel office. There is a middle 
ground: let the foremen pass upon new 
recruits for their departments after they 
have been screened by Personnel. Con- 
versely, when a foreman wants to dis- 
charge a worker and Personnel disagrees, 
it pays to transfer the worker to some 
other department. 

Many supervisors complain that they 
are barred from access to employee rec- 
ords. They should be given this data on 
request. If there is any valid reasgn why 
a foreman should not see a particular 
application, the personnel manager should 
handle the matter, explaining why. After 
all, the personnel department exists to 
help foremen and department heads do 
their job—not to stand in their way. 

Grievances. 1 have already mentioned 
this subject as a cause of foreman discon- 
tent. There are two barrels on this shot- 
gun—and both are loaded. Foremen are 
concerned not only with their own 
grievances—which should be handled 
promptly by an operating executive—but 
also with the handling of employees’ com- 
plaints. Union stewards should never be 
allowed to by-pass the foreman and take 
rank-and-file grievances to management. 
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All grievances should be heard by the 
foreman before they are reported to some- 
one higher up. 

Take-home pay. There should be a 
wage differential of from 15 to 30 percent 
in the foreman’s favor, compared with 
the highest-paid worker under his direc- 
tion. In addition to this, foremen should 
have such benefits as time-and-a-half for 
all hours over; paid sick leaves; longer 
vacations—with pay—than those accorded 
the rank-and-file, and other advantages. 
Many companies report successful use of 
special bonus systems for supervisors, 
which are geared to accident reduction, 
decreased spoilage, lower labor costs and 
the like. 

Seniority and job security. The urge 
to join a foreman’s union is greatly re- 
duced if measures are taken to assure 
maximum job security to supervisors. In- 
cluding all foremen in the company’s re- 
tirement benefit plan is one way to do this. 
Another tested device is to let foremen 
accumulate seniority from the time he 
joined the company. If reconversion in- 
volves a smaller working force and con- 
sequent demotions for certain foremen, 
the latter should retain seniority rights 
for reinstatement to his foremanship 
when opportunity permits. Also, when a 
foreman is demoted to a production job, 
he should not be reduced jn pay for at 
least 90 days, nor should he ultimately 
receive less than the maximum of his new 
classification. 

Promotion and advancement. Many 
foremen have the feeling that their job 
is a dead-end street. If the supervisor can 
see no avenue for improvement for him- 
self, he can hardly be condemned for los- 
ing interest in training subordinates for 
up-grading. It is management's job to 
help foremen keep on growing, just as 
management helps sales executives, tech- 
nical men and others to develop their 
highest skills. Certainly the foreman 
should be regarded as an equally desirable 
tisk. This explains why foreman confer- 
ences of the right sort are so popular. The 
men who attend them experience the joy 
of self-development, plus the pleasure of 
self-projection arnong equals. 

The white-collar worker craves the 
same opportunity for advancement and 
growth, and forward-looking management 
strives all the time to widen the white- 
collar horizon. One large company reports 
excellent success from the conference 
method. Within the framework of com- 
pany policy, small committees from each 
department discuss departmental prob- 
lems and recommend solutions. This de- 
vice has eliminated many inequities and 
minor causes of friction, and has also im- 
proved cooperation between departments. 

There are certain things which we must 
always keep in mind when considering 
the white-collar workers’ problems. For 
one thing, salaried personnel are losing 
their former fear of unionism, and the 
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| Do You Wish to Sell Your Copy 
of “Controllership?” 


| Because all available copies of The 
| Institute’s publication, ‘“Controllership: 
| Its Function and Techniques” by John | 
| MacDonald, have been sold, the Con- 
| trollers Institute of America is interested 
| in purchasing copies from individuals 
willing to sell them in order that it may 
meet continuing requests for the publi- 
| cation. 
| Copies of the book should be in good 
| condition and will be repurchased by 
The Institute at $2.00,.the original pub- 
lication price. 
Please send the book direct to: Con- 
trollers Institute of America, 1 East 42 
| Street, New York 17, N. Y. 
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sense of shame involved in going out on 
the picket line is disappearing. The war 
has made it possible for many typists, 
stenographers, book-keepers and clerks 
to have actual shop experience, and they 
have witnessed the benefits that factory 
people have obtained. Now the white- 
collar force is feeling its muscles, so to 
speak, and its sense of power is growing. 

There is no easy solution to this prob- 
lem. Extra fringe benefits are of only 
temporary benefit. These inevitably tend 
to spiral downward—first to the foremen 
and then to production workers. It is 
difficult, both in logic and in practice, to 
justify special privileges to stenographers 
and withhold them from women welders. 

In the end, the surest treatment is good 
labor relations—in the office as well as 
in the shop. The gospel of the Golden 
Rule must be applied both to factory and 
office. 

DISCIPLINE 


I have only one other question to dis- 
cuss, but it can easily be the toughest of 
them all. Not one, but several, members 
of your Institute, have brought up the 
subject of discipline. To quote a single 
letter from a controller: 


“I am worried,” he writes, “by the 
ready willingness of our production heads 
to discharge workers for the slightest 
deviation from the rules. For one thing, 
the punishment seems out of all propor- 
tion to the crime. For another, I know 
from our records that it costs the compan) 
an average of $188 to train.a replace- 
ment.” 


My sympathy goes out to both parties— 
or, rather, to all three. The controller is 
correct: it does cost money to replace and 
retrain a discharged worker. The produc- 
tion manager or superintendent who sepa- 
rates a man from the payroll may also 
have ample justification. We all know 
how the war resulted in an influx of mar- 
ginal workers, including some who are 
downright insubordinate, incapable and 
sometimes malicious. But in justice to the 
persons who are being separated, and also 
in justice to the company’s labor relations 
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and community relations, the punishment 
for rule infractions should fit the crime. 

There are certain infractions which 
should be punished by discharge. They 
vary with the nature of the business. Gen- 
erally speaking, drunkenness on the job, 
gross insubordination, and conduct that 
endangers the lives and limbs of others, 
are reasonable causes for discharge. But 
these “felonies” are few in number com- 
pared with the /esser misdemeanors—tar- 
diness, unexcused absence, smoking, fail- 
ure to report spoilage, and the like. 

Some executives believe that nothing 
short of a layoff for a period of days or 
weeks will convert a rule-breaker. I am 
not of this persuasion. Example after ex- 
ample over the years has convinced me 
that /ay-offs for punishment are futile as a 
corrective. The worker who is punished 
in this fashion usually arbors resentment 
for the debasement he has suffered in the 
eyes of his family and friends—not to. 
mention the actual loss of income, which 
may work considerable hardship. 

I believe in the warning system. Not 
the public, ‘‘shame-on-you’’ sort, conveyed 
with orange-colored cards and big type; 
these make the worker lose face and suffer 
embarrassment. The method which works 
best employs routine communications to 
the effect that such-and-such a rule has 
been broken, and a record made of the 
offense. After so many warnings, depend- 
ing on the nature of the infraction, the 
worker is discharged, for good and all. 
No recriminations, no scolding, no shout- 
ing to the housetops. Neither are there 
any fireworks from the union. The record 
is there on the books, to refute any charge 
of “unfair labor act” or discrimination. 

This system works—if it is based on a 
real system. To the shame of industry in 
general, let us face the fact that only one 
company out of five has a printed book 
of rules. Even fewer than one out of five 
have a standard system of disciplinary 
practices. This is a situation that top man- 
agement should—and must—correct. 

In doing so, management should take 
an inward glance. Good discipline starts 
at the top. The controller or internal audi- 
tor who smokes a cigar in the shop can 
hardly expect workers to observe the no- 
smoking rule. Bookkeepers and clerks 
who run up and down the factory stairs 
hardly help foremen to enforce the safety 
rules. Executives who ride up and down 
in freight elevators, to save a little time 
and energy, only incite factory people to 
do the same thing. “They get away with 
it. Why shouldn't 1?” is still a basic hu- 
man reaction. ‘ 

There is even a case on record—in 
Washington, if you please—of a labor 
dispute which centered around a person- 
nel director and a freight elevator. He not 
only rode in it, against factory regulations. 
He drove it. 

The current labor-management crisis 
is part and parcel of all these things— 
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tesort to force instead of collective bar- 
gaining; wage inequities due to lack of 
proper job evaluation; the stirrings of 
foreman and white-collar unionization; 
the cry for more discipline when 80 per 
cent. of all companies have no discipline 
set-up worthy of the name. This crisis will 
pass. Crises always do. But the controller's 
stake in preventing future recurrences is 
certainly as large as that of the produc- 


tion executive and the personnel officer. 

We, of the Labor Relations Institute, 
know from our own experience that there 
are dangerous forces busy at work here at 
home as well as throughout the world. 
Forces whose motives are not the preser- 
vation of our way of life, but its destruc- 
tion. 

To combat these evil influences (which 
should not be discounted), you control- 
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lets, together with all top management, 
must use your great influence with the 
rank and file of all people, to aid them 
toward right thinking, to promote in them 
greater faith in our system of industrial 
enterprise, in our form of government. 

To this end all of us must dedicate 
ourselves in the same spirit of devotion 
as that displayed by our men and women 
on the battlefields of the world. 


Control in Returning to a 
Competitive Market 


The following digest of the discussion 
at the October 18 meeting of the Los 
.Angeles Control of the Controllers Instti- 
tute of America was prepared by Mr. 
Roger W. Leason, a director of the Con- 
trol, who is secretary and treasurer of the 
Emsco Derrick and Equipment Company. 
(For a similar timely report, of the Con- 
trol’s September meeting, refer to “Imme- 
diate Reconversion Problems of the Con- 
troller’ in THE CONTROLLER for No- 
vember). Four members of the Control 
gave brief talks on the general subject 
and at the conclusion of their remarks, 
guestions and answers were exchanged 
from the floor. The chairman of the meet- 
ing was Mr. E. H. Paradies, of the United 
States Rubber Company. 

Mr. Leason’s digest follows: 


The controller of a large independent 
meat packing company, as_ the first 
speaker, observed that the much publi- 
cized current topic of reconversion might 
well be approached with the idea of “Re- 
converting the Minds.” The habit most 
business men have adopted during the 
war years of placing expenses secondary 
to production must be overcome and the 
control of expenditures the prime objec- 
tive of the controller. 

He stated that several months ago his 
company had undertaken to analyze and 
weigh each item of controllable expense. 
The largest item of such expenses being 
labor, it is his opinion that the controller 
must associate himself more closely with 
labor relations if he expects to make real 
progress in the control of this item. It is 
his opinion that wage increases, which ap- 
pear inevitable, will undoubtedly be tied 
in with the cost of living index and that 
it will be the controller's responsibility to 
watch closely the cost of living. 

During the past two weeks labor in 
his company had been granted a 10 per 
cent. increase. At the present time labor 
costs in his industry in this area are 30 
per cent. higher than in the same industry 
located in the midwest with whom his 
company competes. To meet this compe- 
tition under these conditions, he stated, a 





return to top production efficiency will 
be necessary. To accomplish this, it is 
planned to adopt a wage incentive basis. 
Added to the 30 per cent. higher labor 
rates over midwest competition, an ad- 
verse freight rate change has been made 
during the past 30 days—livestock and 
dressed meat rates now being the same. 
These conditions may force his company 
to move its slaughtering from the West 
Coast to the Midwest. 

This controller emphasized the grow- 
ing necessity for the speedy production of 
figures for the guidance of management. 

The second speaker was the controller 
of a company whose principal activity 
prior to the war was the operation of an 
iron foundry. During the war the com- 
pany also operated an aluminum foundry, 
a steel parts plant, and an aluminum parts 


plant. 
LABOR COSTS 


Here again the principal problem ap- 
pears to be labor costs. During the war 
these advanced 50 per cent., half in the 
pay envelope and half in reduced eff- 
ciency. Prior to the war, he stated, mould- 
ers laid down 75 mouls per day, now 
they lay down 40 mouls per day. This 
company is now producing cast aluminum 
kitchen utensils. This has required a ma- 
jor conversion from a jobbing to a pro- 
duction operation and has presented many 
difficult problems with which the organi- 
zation must become familar. Among 
these are packaging and distribution prac- 
tices which have hitherto been foreign to 
their experience. Labor costs prior to the 
war averaged 65 cents per hour as com- 
pared with the current average of $1.00. 

This company’s steel parts plant suf- 
fered an extremely serious cut back on 
V-J Day in the manufacture of aircraft 
parts and dies. The shock of this pre- 
sented an extremely tough problem in 
scaling down a comparatively large or- 
ganization to a well balanced small staff. 
Through the preparation of numerous 
budgets, which were revised many times, 
and the closest study of every job, this 
division of the company is now on a com- 





petitive basis and business is improving. 

Contrary to its entire past experience, 
this company plans to enter the distribu- 
tion of refrigerators and numerous other 
appliances. This, together with the com- 
plete upheaval in its entire operation at 
the close of the war, has placed such ex- 
traordinary demands upon the controller 
that, in his own words, he is “‘still trying 
to find out what to control.” 

The chairman next recognized the con- 
troller of the California operation of one 
of the nations largest tire and rubber com- 
panies. This speaker stated the problems 
of his industry are little different than 
they were during the war years. Tempo- 
rarily the rubber market is limited only by 
the production capacity of the industry. 
In addition to the manufacture of tires, 
his company distributes refrigerators, 
washing machines, and the like He finds 
many things to control and, unlike many 
of his contemporaries, he was able to do 
so even during the war years. 


CHALLENGE TO CONTROLLERS 


He believes that the controller now has 
the biggest job in his experience if he 
will measure up to his opportunity. To 
meet the challenge, he stated that the 
controller must actively enter into all 
phases of the business. He points out that 
the control of inventories is one of the 
most important of his duties. His com- 
pany with a volume of two million dol- 
lars monthly has currently operated on an 
18-day source of supply in inventories. 

Recently the union, to whom the speak- 
er’s company is under contract, decided 
that they would operate on six-hour shifts 
rather than the eight-hour shifts in opera- 
tion at the time. With little or no notice, 
the workers adopted this work day, leav- 
ing the job at the expiration of six hours, 
hence, there was a stoppage in production 
for two hours pending arrival of the next 
shift. It is also expected that the union 
will ask for 54 hours’ pay for 36 hours’ 
work. 

With the current unprecedented de- 
mand for the products of this manufac- 
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turer, these problems are discouraging to 
contemplate. He stated that there is not 
a great deal that management can do to 
relieve the situation but it is his belief 
that, eventually, public demand and the 
laws of economics will dictate a solution. 
The speaker stated that before the war 
his industry was the highest paid in the 
country with the exception of newspapers 
and periodicals. Including the lowest paid 
workers, the average hourly wage being 
$1.10. 


He stated that through monthly de- 
partmental: budgets he exercises control 
of costs. Each department head is pro- 
vided monthly with a very detailed budget 
for his department and is required to ex- 
plain any differences in performance 
which exceed the budget allowance. 
These budgets are prepared not only for 
manufacturing department heads but also 
for the numerous warehouses and 130 
stores. These budgets, the speaker stated, 
have been very successful but they require 
constant follow up. 

He stressed the intelligent use of man- 
power—the right man in the right place. 
He devotes much of his time to this prob- 
lem. In this connection he pointed out the 
necessity for meeting the problem of re- 
turned veterans with understanding and 
sympathy for the difficulty many veterans 
will have in adjusting themselves. 


AIRCRAFT INDUSTRY TRENDS 


The last speaker, the controller of one 
of the world’s largest manufacturers of 
aircraft, opened his comments with the 
presentation of some extremely interest- 
ing statistics. These figures relate to his 
own company but, he stated, they are 
very probably a fair measure of the 
changes which have taken place through- 
out the aircraft industry. 


Changes in number of employees: 


Direct Indirect Total 

At 12/31/40 11,540 8,736 20,276 
41 33,172 19,867 53,039 

42 38,326 30,551 68,877 

43 41,607 41,272 82,879 

44 25,807 30,790 56,597 


Number of employees hired: 


1940 15,838 
41 44,655 
42 51,457 
43 75,898 
44 22,368 

Total 210,216 


Average earnings per hour: 


1940 $ .700 
41 .920 
42 1.004 
43 1.092 
44 1.231 

Gross sales: 

1940 $ 44,936,595 
41 159,240,352 
42 491,160,471 
43 697,408,167 


44 611,537,771 
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Space in square feet: 


1940 1,410,755 
41 3,468,081 
42 5,136,629 
43 7,139,266 
44 7,638,930 


Cost of facilities: 


Company Government 
Owned Owned Total 
1940 $11,819,009 $ $11,819,009 
41 20,545,957 2,261,650 22,807,607 


42 22,157,957 
43 26,884,242 
44 27,244,323 


10,367,772 
14,288,067 
21,368,252 


32,525,729 
41,172,309 
48,612,575 


The speaker stated that even with the 
end of hostilities time is still of the es- 
sence with the aircraft manufacturer. De- 
livery commitments have been made 
which were influenced by competition, 
and the emphasis is on the delivery sched- 
ule. The result is that time still over- 
shadows cost. He stated that during the 
war, conditions made it impossible to 
give proper attention to cost control. As 
a rough guide, cost per pound of product 
was adopted. This was broken down be- 
tween bombers and fighters and eventu- 
ally fighters were broken down between 
single and two engine jobs. Labor being 
GO per cent. to 75 per cent. of total cost 
is of prime concern in controlling costs. 
As soon as manpower restrictions were 
lifted the company returned to the 40 
hour work week. However, to meet de- 
livery schedules, Saturday work has sub- 
sequently been returned. 


LowER Costs SOUGHT 


The elimination of many special serv- 
ices rendered to employees during the 
war such as the procurement of ration 
books, payment of utility bills, and such 
ere being given special attention. Tele- 
phones, which cost the company $6.00 
per unit, are being drastically cut. Seven 
thousand of these were in use on V-J 
Day. Combining organizational units and 
decrease in the relatively large number of 
supervisory employees necessitated by the 
abnormal turnover during the war is also 
being closely reviewed. As an example of 
this the accounting department suffered a 
100 per cent. turnover in 90 days. 

The speaker discussed the current phe- 
nomenal condition in this area where, in 
the face of many thousands of workers 
having been layed off since V-J Day, em- 
ployers in need of help are unable to fill 
vacancies. This aircraft company is spend- 
ing $7,500 weekly in advertising for 
help. This expenditure in a recent week 
produced but 26 new employees. 

To reduce the cost of rentals in outly- 
ing locations, every effort is being made 
to vacate these locations and transfer such 
functions to the main base of operations. 

The development of an adequate cost 
system is being undertaken, the lack of 
which, due to pressure of circumstances 
during the war years, compelled the use 
of temporary rough yardsticks for cost 
measurement. 
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P. and L. Statements for 1945 Will 
Reflect End-of-War Adjustments 


Profit and loss statements for 1945 will be 
greatly distorted in many cases by special ac- 
counting adjustments arising from the end 
of the war, the “Journal of Commerce” New 
York, observed in a recent editorial. 

The most common of these adjustments 
will be the acceleration of amortization of 
defense facilities due to the termination of 
hostilities, the editorial continued. Defense 
facilities could be amortized within five 
years, but the law provided that taxpayers 
might write them off within a shorter period 
if hostilities ended. For this purpose, the 
war is considered to have ended in 1945. 

Many companies will write off the un- 
amortized balance of defense facilities this 
year, in view of the imminent repeal or dras- 
tic reduction of the excess profits tax. This 
will mean a greatly increased charge against 
earnings for depreciation and amortization, 
with an accompanying saving in taxes. A 
number of taxpayers, however, will prefer 
to recompute amortization for back years, 
where they were subject to higher tax rates 
in preceding years. Others, not subject to 
the excess profits tax during the war, may 
decide to continue amortization rates un- 
changed because they prefer stability of earn- 
ings even at some tax cost, or because they 
feel they may be subject to higher effective 
tax rates within the next few years. 

A second cause of drastic year-end ac- 
counting adjustments is the recovery of war 
During the war, corporations were 
allowed to deduct from taxable income the 
depreciated cost of property owned in enemy 
areas. Where these properties were not de- 
stroyed, their fair market value on the date 
of recovery may produce a considerable ad- 
dition to taxable income. Where a tax bene- 
fit was derived from deducting the war loss 
previously, the recovery value must now be 
added to taxable income up to the extent of 
the tax benefit. Any additional recovery 
value is taxable as an involuntary conversion 
gain, unless this added value is used im- 
mediately to meet the higher replacement 
cost of the property. Corporations with ex- 
tensive assets abroad may be faced with heavy 
readjustments affecting this year’s earnings. 

In the third place, a number of corpora- 
tions may have large deductions or substan- 
tial credits due to reconversion. Consider- 
able write-offs of inventories and plant may 
be necessary where the Government will not 
reimburse for these items in connection with 
contract terminations. On the other hand, 
some corporations will find that reserves for 
reconversion costs set aside during the war 
were excessive, and may credit back part or 
all of these reserves to earnings. 

Accounting adjustments of this kind are in- 
evitable at a time when so many abnormal 
influences affect business operations and as- 
set values. They call for more care in the inter- 
pretation of corporate financial statements. 


losses. 


Internal Auditors Convene 


The Institute of Internal Auditors held its 
Fifth Annual Meeting at the Hotel Roosevelt 
on October 8. Alan Lauckner, assistant vice 
president of Central Hanover Bank and Trust 
Company, New York, was president of the 
Institute during the past year. The Institute is 
1 national organization of internal auditors. 
The Institute’s annual dinner heard Inspector 
Lee R. Pennington, Administrative Assistant 
to John Edgar Hoover, Director of the Federal 
Bureau of Investigation, as guest speaker. 

oo « 

In Lincoln’s day the question was shall 
America remain a nation? In our day the ques- 
tion is shall the nation remain American?— 
John Bricker, former Governer of Ohio. 










































How Multiple Management Improves 
Morale, Methods and Profits 


Multiple Management—one of many 
plans to help business do a job that must 
be done—trains leaders, produces ideas 
and wins the confidence of the employee 
group that management holds a sincere 
interest in employee welfare. Business 
must do this job if the American way of 
free enterprise is to be maintained. Pride 
of possession is one of the greatest privi- 
leges of democracy. Management must 
supply this pride factor to employees. 

There is nothing in such a procedure 
which is counter to accepted free enter- 
prise methods. Our particular plan is only 
one of many ways to meet this duty of 
management. We present it as a tested 
system which has succeeded in our busi- 
ness and in some 500 firms in the United 
States and overseas which have put into 
effect, or variations of it based on the 
same central idea, since our president, 
Charles P. McCormick, originated it in 
Baltimore in 1932. We believe Multiple 
Management is adaptable to any size and 
any type of business enterprise. We have 
seen it succeed in manufacturing plants, 
in banks, in retail and wholesale mer- 
cantile companies, and even in church or- 
ganizations. 

Multiple Management has passed both 
the preliminary research and laboratory 
experiment stages. The plan in 1945 is a 
veteran of 12 years’ operation. As it hap- 
pens, the years since 1932 have been an 
excellent testing period. In that time the 
business has gone through the lean years 
of depression, the testing times of return- 
ing prosperity and a great world war. 

In tribute to the soundness of the orig- 
inal principle, the plan has survived all 
these varying cycles of business circum- 
stances. It has more than survived. Each 
new test has proved anew that Multiple 
Management has the strength to meet any 
situation which might arise. There are 
frequently expressed beliefs in the com- 
pany today that the path has been easier 
through the troubles of depression and 
war with Multiple Management than 
through even normal periods without it. 
Its flexibility has been demonstrated the 
hard way. 

This article sets forth the company’s 
experiences under Multiple Management. 
As a member and former chairman of the 
Junior Board of Directors, I can present 
the viewpoint of one who is intimately 
associated with every detail of the work- 
ings of Multiple Management, and as one 
who has benefited by ite philosophy. 

I should like to make clear that the 
fundamental is a simple one easily ap- 
plicable to any business operation. The 
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plan’s name means exactly what it says: 
‘management by many.” Its basic premise 
is that the more people who can be eff- 
ciently brought into active management 
participation, the greater will be the 
knowledge and interest in company af- 
fairs of its employees. 

McCormick and Company has four 
boards of company directors rather than 
one. It has 50 directors rather than the 
normal 12 or 15. Furthermore, all of 
these are active directors—company ex- 
ecutives whose interest in McCormick is 
their main interest. They are not ab- 
sentee directors. It assures representation 
on its management boards of every one 
of its 920 employees—just as the Con- 
gress of the United States assures repre- 
sentation in its two houses for every one 
of the 130,000,000 citizens. 

This, in brief, is Multiple Manage- 
ment. It is the opposite extreme to the 
old school of business management which 
held that control by one man at the top, 
or at most a few men at the top, was the 
right way to get a job done fast and well. 

We think that Multiple Management 
is the sort of thinking in business which 
is comparable to democracy in govern- 
ment. I came to McCormick and Com- 
pany because of Multiple Management, 
following years of service as Executive 
Vice-President of the United States Junior 
Chamber of Commerce, an organization 
of 125,000 young businessmen between 
the ages of 21 and 35. In that position, 
it was my job to observe the opportuni- 
ties for young men, to determine how 
best they could serve the free enterprise 
system, to find for them the understand- 
ing of their desire to move ahead which 
young men felt was lacking in many old- 
line business establishments. 

I recall conversations with literally 
thousands of young men—the type of 
young men who were destined to be to- 
morrow’s leaders—in which they con- 
veyed an impression that business too 
often retained control so firmly at the top 
that they were not given opportunity to 


prove what they could do or train them- 
selves to do well at the top when their 
time came. The old one-man boss plan 
simply failed to take them into account. 
Young men could not understand why 
the very business leaders who most hated 
dictatorship in government not only tol- 
erated but fostered a virtual dictatorship 
in business. 

It is good to see now that the times 
have brought a certain change to correct 
this situation. We have a splendid con- 
trast in Our Own company to serve as an 
example. The firm was founded in 1889 
by the present president’s uncle, Mr. 
W. M. McCormick. His genius built the 
company to the prestige it enjoyed upon 
his death in 1932 and still holds as the 
largest spice and extract business in the 
world. He built it as a lone operator. His 
word was law and his policy was the 
company’s policy. He was characteristic 
of the period in which he served. By con- 
trast, the same business today determines 
its policy on the considered opinion of 
50 managers, and its growth has pro- 
ceeded at a pace beyond the founder's 
fondest dreams as a consequence. 

The first step, in 1932, toward bring- 
ing more men into management was the 
establishment of a second board of direc- 
tors. There already existed the usual pol- 
icy group which up to that time had for 
the large part merely endorsed the presi- 
dent’s course. This Board of Directors 
was renamed “The Senior Board of Di- 
rectors” and made active, as a real policy- 
determining body working with the presi- 
dent. Then, Mr. “C. P.” organized a new 
“Junior Board of Directors.’ This second 
board was made up of all executive- 
minded men in the company, young or 
old, who were not members of the Senior 
Board. They were given power to govern 
themselves. They set up their own by- 
laws and elected their own chairman and 
secretary. They were told to set up in the 
by-laws a procedure to perpetuate their 
Board with semi-annual elections so they 
would after the first group regularly drop 
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TESTED AND FOUND WORTHY | 


The plan of multiple management outlined in this article by Mr. Reid is far 
past the “interesting innovation” stage. It has been proven workable both by 
the originating company, of which Mr. Reid is director of Personnel and Public 
Relations, and by some five hundred firms in this country and abroad. It merits 
careful review on the part of officers of companies now planning management 
realignments in order to meet specialized conditions of the postwar years. 


—THE EDITOR 
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three men who proved least capable and 
give three new men in the company a 
chance to prove themselves. 

The Factory Board of Directors were 
a logical next step. This board was set 
up to include as members those men who 
were not on the Senior or Junior Boards 
who were primarily concerned with man- 
ufacturing and production problems. This 
group set up its own by-laws and its own 
procedure identical with the Junior Board 
to elect its membership semi-annually. 

Soon afterward the third development 
came with the establishment of the Sales 
Board of Directors. Here the membership 
was chosen to a certain extent from sales 
executives working in Baltimore but for 
the most part it was made up of salesmen 
throughout the country who had demon- 
strated special abilities and interest in the 
company’s good to qualify them to speak 
as representatives of the sales force. This 
board obviously could meet less fre- 
quently, because its members were lo- 
cated far from the home office in most 
cases. However, it could meet at sales 
conventions and conferences at least once 
or twice a year and it was felt that the 
management contributions of outside men 
working and studying field conditions 
was a valuable aid to round out Multi- 
ple Management. 

These four boards have managed Mc- 
Cormick and Company now for more than 
a decade. Time has brought certain minor 
adjustments and improvements in details 
of electing new members, consideration of 
topics, and methods of using their ideas 
and services. But these have been unim- 
portant and no more than the normal ad- 
justment that would be made in any op- 
eration through such changing times. 

The principle still applies that the Jun- 
ior, Factory and Sales Board act as ‘‘feed- 
ers” of ideas to the Senior Board. For our 
business, the three lower boards cover the 
logical three branches of our firm—office, 
factory, and sales. The Junior Board has 
now assumed practical responsibility for 
policy consideration on such matters as: 


Merchandising 

Sales Campaigns 
Advertising 

Office Efficiency 

Office Personnel 

New Products 
Packaging and Packing 
Market Surveys 

Public Relations 
Executive Training 


The Factory Board considers and ad- 
vances ideas on such matters as: 


Production Schedules 
New Machinery 

Building Maintenance 
Factory Personnel 
Machinery’ Improvement 
Time and Motion Studies 
Shipping Problems 
Warehouse Policies 

Stock Handling 

Order Filling 

Safety and First Aid 
Foremen Training 
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The Sales Board confines itself exclu- 
sively to merchandising, sales and adver- 
tising matters. Because the Sales Board 
meets infrequently, regular weekly discus- 
sions on these topics have come to be part 
of the work of the Junior Board. 

It is important to note two things in 
reference to this division of functions, 
which incidentally have never been set but 
which have proved to be the logical divi- 
sion of subject matter for consideration as 
shown by a study of the minutes of meet- 
ings for the Boards over a period of years. 

1. There is no attempt by the Senior 
Board to define the limits of Junior or 
Factory Board discussion. It is considered 
esssential that members have a place to 
express their beliefs on any phase of the 
business. Senior Board members are in- 
vited but seldom sit in on Junior or Fac- 
tory Board meetings. Opinions are freely 
stated and discussed on any matter of 
interest. Therefore, members whose nor- 
mal duties might be concerned with one 
small department of the business are 
given training and knowledge on the 
Board in all functions of the business and 
gain a much broader concept of company 
affairs. 

2. Board discussions and decisions are 
not final. This answers the question often 
asked us: ‘What keeps these young fel- 
lows from taking the business in their 
own hands?” The Junior Board and Fac- 
tory Board discussions can be enacted into 
recommendations on any topic only by 
unanimous vote of Board members. This 
means that the “radical” is counterbal- 
anced by conservatives and vice versa. 
Unless a Junior or Factory member Board 
recommendation is then referred to the 
Senior Board (or, on minor matters to 
Senior Board members who head the de- 
partment concerned) for final action be- 
fore being put into effect as a company 
policy or operation. However, so thor- 
oughly are ideas discussed before being 
enacted as recommendations, the record 
of acceptances by the Senior Board is 
amazing. A study of Junior Board minutes 
over a five-year period reveals that 2,109 
definite recommendations were passed and 
submitted to the company for action. Of 
this number, only 6 were turned down. 
Therefore, 2,103 fresh new ideas found 
their way into company operations. This 
represents a greater number of ideas put 
into effect than the Board of Directors 
of the company under the old system had 
enacted in the entire period from 1889 
to 1932. 

It is not the purpose of Multiple Man- 
agement to cut across departmental lines 
or assume supervisory authority. The 
Boards must be looked upon as supple- 
mental idea groups, discussion groups, 
and training schools for executives—and 
not as deciding factors on every routine 
decision. Department heads and super- 
visors have the same functions and the 
same kind of authority to plan and act for 
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the good of the business as those of any 
other company—and act with the same 
efficiency. But the Multiple Management 
Boards help them by encouraging ideas, 
reviewing and discussing plans, and train- 
ing men down under top management in 
the things they need to know to fill vacan- 
cies at heads of departments as they occur. 

The training school function of Mul- 
tiple Management has proved over the 
years to be almost as valuable to the busi- 
ness as the idea-orginating function. The 
Senior Board of the company now consists 
of 12 men in addition to the president. 
Of those 12, 8 are former Junior Board 
members. The young executive who was 
chairman of the Junior Board in 1933 is 
now a Vice-President of the Company at 
the age of thirty-six. The Secretary of the 
company received all his executive train- 
ing outside of his departmental work as 
a member for four years of the Junior 
Board, and the Treasurer of the company 
who filled a vacancy at the age of thirty- 
four was one of the original Junior Board 
members. The Factory Board has supplied 
the Senior Board with only one of its for- 
mer members to date, but he is the man 
who was the first Factory Board chairman 
and who proved his leadership in Factory 
matters to such an extent that he is now 
Vice-President of the company in charge 
of production. 

Similar evidences of training in exec- 
utive leadership through the Junior and 
Factory. Board are reflected in choice of 
supervisors and foremen. Every foreman 
of consequence in the plant today has 
served on the Factory Board, and many on 
the Junior Board. Except for department 
heads in the office who were on the Senior 
Board in 1932, every department head in 
the company today is a former Junior 
Board member. 

In the course of ten years, 57 young 
executives were given opportunities to 
prove their worth on the Junior Board, 
under the system which calls for replacing 
3 active members each 6 months with 3 
new members. There have been 64 men 
given similar opportunity to serve on the 
Factory Board in the same period. 

The Sales Board has given the executive 
group in Baltimore three men to serve in 
critical inside capacities since the war be- 
gan. When sales became less important 
with the advent of war and purchasing 
became more difficult, a member of the 
Sales Board who had proved management 
ability through his Board record was 
brought in from Texas to assist the Direc- 
tor of Purchases. A Sales Board member 
who was a salesman in the New York 
area was brought in, thanks to the broad 
knowledge of the business he demon- 
strated and learned on the Board, to help 
head the new Government Contract de- 
partment which was a development 
brought on by war. 

Multiple Management trains men to 
manage. When executive vacancies occur, 
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there is a man ready to step in who knows 
the company as a whole—not one depart- 
ment only—and who has had practical 
experience on the Junior, Factory or Sales 
Board in leadership and executive pro- 
cedure. 

We have heard the criticism that Mul- 
tiple Management would be complex and 
inefficient in time of emergency requiring 
quick decisions and quick actions. All of 
us have heard the same criticism of dem- 
ocratic government—that it is cumber- 
some and unwieldy when things must 
move fast. There can be no greater test 
of the truth of either criticism than the 
impact of war, with all its upheaval of 
normal methods and its need for speed, 
change and adjustment. 

Multiple Management was equal to the 
test. This business was converted over 
from 100 per cent. peacetime operation 
to more than 45 per cent. war business 


with new products in a few months. 
Through Junior Board suggestions, in- 
vestigations and planning, the company 
set up the first branch plant in its history 
far away in Maine to dehydrate vegetables 
for war needs—and put the plant into 
operation on thousands of pounds per day 
schedules within six months of the time 
it was decided to build it. The Factory 
Board supervised conversion of machinery 
to produce faster and at less cost the 
products required by the war effort. 

None of the gains in employee welfare 
and good relations have been lost in the 
transition. Good employee relations and 
Multiple Management training systems 
have proved a salvation in days of high 
turnover, absenteeism and draft demands 
on manpower. 

Now, the Multiple Management is 
already looking ahead to the postwar per- 
iod. The Junior Board suggested, devel- 


oped and put into operation the com- 
pany’s new postwar planning department. 
The Factory Board devised a system to 
maintain regular correspondence and divi- 
dend checks for every one of the eighty- 
nine McCormick employees serving their 
country in the armed forces—and has set 
up a system for keeping contact with them 
through every step of their war careers 
and bringing them back into the business 
when the war is over. The Sales Board has 
already set up a sales organization plan 
to go into action the day Victory is won. 

Democracy defeated dictatorship in 
war. Democracy in business has proved 
its superiority on the home front. Multiple 
Management and plans of equal unsel- 
fishness like it will assure the employee 
group in the future the same privileges 
of democracy in their jobs which we 
fought to maintain for them as citizens 
in a free nation. 


Planning for Organization 


Of all the problems confronting those 
charged with broad supervision, none 
poses more questions or questions of 
greater importance than organization. 
This is not surprising, since organization 
rests on people—not inanimate techniques 
of physical and other sciences which re- 
spond to more or less immutable laws— 
but people who have ability, ambition, 
temperament, and weakness in infinite 
permutations and subject to many exter- 
nal influences. From the point of view of 
supervision, people are the prime mate- 
rials of accomplishment. 

A statement of the basic problem may 
be made in simple terms: the right man 
for the right job. The right men in the 
right jobs can do the impossible, for they 
have the qualities necessary for the task 
and the task makes full use of those qual- 
ities. Conversely, even high technical 
ability, if misplaced or used only par- 
tially, can accomplish little of value and 
less of satisfaction. The spirit of achieve- 
ment which sound organization fosters is 
a powerful incentive to yet better work 
and a most gratifying medium of com- 
pensation to the individual. A man can 
take out in both money and pride of 
work only what he puts in, and he can be 
helped to put in more. It is the business 
of supervision to create and nourish con- 
ditions favorable to the greatest contribu- 
tion. 

Solution of this, as of any problem, re- 
quires tools and a knowledge of their 
proper use. The tools are as effective as 
they are simple. The intelligent use of 
those tools requires a broad and sympa- 
thetic knowledge of people in general 
and then of persons in particular; for 
the goal is team-work, which is only pos- 
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sible when individual and hence aggre- 
gate morale is buoyant, conscious of its 
worth and eager to demonstrate it. The 
basic tools of organization are shaped 
for three aspects of the problem—the job, 
the man, and the man in his job. Here 
they are: 

Organization Charts 

Job Descriptions 

Job Evaluation 

Employee Ratings 

Job Training 

Job Rotation 

Provision of Understudies 


Organization charts are the logical first 
step in constructive organization plan- 
ning. They show all functions or posi- 
tions in the organization, and their rela- 
tion one to another. The great advantage 
of graphic presentation is here very evi- 
dent, for such charts permit the eye to 
grasp comprehensively the size and scope 
of the organization as a whole, and to 
see clearly the number of positions verti- 
cally in each functional group and Ilat- 
erally at each responsibility level. Atten- 
tion is sharply focussed on top-heavy or 
under-staffed situations; and where atten- 
tion is directed, improvement can follow. 

Job descriptions supply the depth of a 


third dimension to the flat surface of 
position titles in the organization chart. 
These job descriptions define the objec- 
tives of each position, its reason for be- 
ing; the scope of work responsibility is 
described; the limits of personal respon- 
sibility and its commensurate authority 
are precisely bounded; and thus are re- 
solved doubts as to who reports to whom. 
Such doubts, if tolerated, breed confu- 
sion and the timidity of ignorance, and 
cause initiative to dry up through te- 
peated rebuffs. 

Specific duties of each position are ac- 
curately listed, in pi magnitude 
of detail proportional to the descending 
magnitude of responsibility. Repetitive 
duties are further scheduled by time of 
performance and completion during the 
monthly or other normal work cycle. In 
this way only can deadlines be set, and 
met, by planning rather than hoping. 

Job evaluation represents a planned ef- 
fort to build fair policies of compensa- 
tion: fair to the organization for kind and 
quality of work expected; fair to the em- 
ployee for his effort, loyalty, and work 
produced. It aims not merely at a more 
efficient immediate use of salary dollars, 
though this is a frequent and profitable 
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serve careful study. 





| THE JOB, THE MAN, THE MAN IN THE JOB 


Taken separately, the job, the man, and the man in the job, have no meaning, 
as Mr. Dwelle points out in this article, but taken together, they make an or- 
ganization. Organization to be sound, however, requires planning. The author, 
assistant comptroller of Standard Brands, Inc., New York, has brought together 
in his manuscript a review of the important but sometimes neglected funda- 
mentals of organization. In the light of present reconversion problems, they de- 





—THE EDITOR | 
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result. Even more it aims at maintenance 
of high morale through substitution of 
careful planning for careless whim. 

Being concerned primarily with jobs in 
contradistinction to people, job evalua- 
tion is based on on orderly compilation 
and measurement of the more tangible 
job requirements, e.g., accuracy, speed, 
technical skill. Most jobs in the lower 
grades require only such tangible quali- 
ties. As the ladder of responsibility is 
ascended, there arise other less tangible 
factors which are not precisely measurable 
and which must be appraised by always 
fallible judgment. 

However approximate these measure- 
ments and appraisals are, they lead to the 
setting of definite values or value ranges 
for identical tasks wherever performed. 
This alone means the difference between 
a highly flexible organization which can 
with least disruption transfer or promote 
its people as occasion arises, and an or- 
ganization which is muscle-bound with 
awkward inconsistencies of salary for sim- 
ilar jobs or lack of orderly relation be- 
tween different jobs. 


PERSONNEL 


At this point the personal element en- 
ters: The man who is to do the job— 
the right man in the right job. The rela- 
tion of the job to the organization has 
been considered, the nature of its duties, 
and its worth. Important it is, but of less 
importance than the person. 

Personnel ratings attempt to measure 
the qualities of an individual much as job 
evaluations measure the requirements of 
a job. Careful comparison of the two, 
supplemented by thoughtful judgment, is 
essential to harmonious placement. But 
personnel ratings have yet other valuable 
uses: by preparation at suitable intervals 
a record of the individual’s progress is 
available. Again, rating of persons who 
are already employed will invariably bring 
to light some who are not pulling their 
weight and others whose latent talents 
are gradually becoming atrophied through 
lack of use. Ratings act as catylists by 
precipitating crystaline opinions from 
amorphous notions. 

As in job evaluation, personnel ratings 
are concerned with two classes of quali- 
ties: intangible and tangible. Of the in- 
tangible, some are common to all persons 
of desirable type. Such qualities are char- 
acter, dependability, and congeniality. 
These are basic and without them the 
person, as the organization, is of little 
worth. Other intangible qualities are in- 
creasingly valuable for positions of the 
higher grades, e.g. judgment, initiative, 
supervisory ability, and willingness to ac- 
cept responsibility. All of these must be 
given serious consideration in any intelli- 
gent appraisal of people. 

The tangible and specific abilities nec- 
essary for the satisfactory performance 
of any job are more easily measured, and 
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if the less palpable qualities are present, 
they are more easily learned. Such are 
technical skill of whatever nature, accu- 
racy, speed in work, and quickness to 
learn. The importance of these lies in im- 
mediate and direct productive capacity, 
but they are dearly bought without the 
fundamental qualities of character. 

Personnel ratings, then, can be ex- 
tremely useful in successful organization 
management. However, they work no 
miracles and serve mainly to collect per- 
tinent information in orderly fashion for 
the exercise of judgment. 


MAINTENANCE 


It is at this point that many an organi- 
zation stops planning. Lhe work being 
defined and the man selected, the job of 
planning appears done. But at this point 
the job is only two parts done. The third 
part, maintenance, remains. Organiza- 
tions, quite as much as machines, are sub- 
ject to severe and costly deterioration— 
and like machines, at an accelerated pace 
—if maintenance is neglected. For the 
man and for the organization of which 
he is part, maintenance begins with train- 
ing for greater responsibility. 

Job training supplants the completely 
negative and always wasteful method, if 
method it can be called, of learning by 
trial and error. It supplies instead a posi- 
tive plan for profiting from accumulated 
experience. Such a plan of training teaches 
the most effective technique for jobs of 
specific performance, and stimulates in- 
terest in the relation and usefulness of a 
single job to the whole. By rousing dor- 
mant abilities and seeking to develop the 
many faculties used in a job well done, 
it gradually lends depth to a man’s know!l- 
edge and skill. Organization and man 
have acquired something of value to each. 

Just as job training produces depth, so 
does job rotation promote breadth. By 
means of periodic transfer between posi- 
tions more than a single aptitude is 
brought into play and quickness to grasp 
new ideas and to cope confidently with 
new situations is developed. Flexibility 
of personnel and organization results. Job 
rotation thus provides a larger group of 
persons than would otherwise be possible, 
who are in varying degree conversant 
with the whole organization and its work. 
Flexibility is of special value in broaden- 
ing the field of choice for promotions. 

In any organization understudies are 
important. They act as reserve forces 
which assure continuity and allow periods 
of change to be spanned without disrup- 
tion. Understudies do not necessarily 
imply titular assistants to every position. 
This is rarely practicable, nor is it neces- 
sary where a reservoir of men who can 
take over in various capacities is being 
constantly replenished through job train- 
ing and rotation. What is required is the 
deliberate provision of such a reservoir 
so that it may be drawn upon in need. 
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Without it promotion of the first choice 
on merit is often impeded by the pres- 
ence of a vacuum of ability immediately 
behind him. This leads to the man who 
is only second choice, or to filling a va- 
cancy from the outside. Both courses im- 
pair employee morale, and poor morale is 
costly. 

The job, the man, and the man in the 
job have been given a brief glance. Taken 
separately they have no meaning. Taken 
together they make an organization. 

Every organization has a goal, a reason 
for its existence. Its accomplishment of 
that objective depends not alone on its 
technical equipment for the job. It de- 
pends far more on pride of craft and the 
will to produce which leadership must 
give. And the first element of leadership 
is planning—planning rather than mud- 
dling through. 


Target for Contract Settlements 
Is January 1, 1946 


January 1, 1946, was set, at the end of Oc- 
tober, by Robert H. Hinckley, director of War 
Contract Settlements, as the calendar target 
for completing the task of contract settlement. 
There were still $37,000,000 of terminated 
war contracts to be settled on September 30, 
but Mr. Hinckley stated in his fifth report to 
Congress, made public on October 31, that 
“the immediate goal of Government is to set- 
tle the bulk of the canceled prime contracts 
by December 31.” 

“During the latter part of the quarter, con- 
tractors filed an increased volume of claims,” 
he declared. “If they continue to increase the 
volume of claims filed, the settlement rate 
can increase (from $1,000,000,000 monthly) 
to $4,000,000,000 or more in canceling com- 
mitments per month prior to January 1.” 

The immediate goal of industry should be 
to file claims rapidly and to settle canceled 
subcontracts by the end of the year, Mr. Hinck- 
ley declared. He reported that to September 
30, from the beginning of the war production 
program, 185,000 prime contracts involving 
$25,000,000,000 had been finally settled. In 
all, 288,000 prime contracts involving $62,- 
000,000,000 had been terminated. 

“Only a small portion of industry’s total 
funds is tied up in canceled contracts. It is 
estimated that the gross amount owned by 
Government under canceled contracts is less 
than 3.5 billion dollars. The amount of in- 
dustry’s funds actually tied up is considerably 
less, however. Partial payments and T-loans 
outstanding totaled $320,000,000. In addition 
a large proportion of the 1.9 billion outstand- 
ing in other Government-Guaranteed loans 
and in advance payments is now being used to 
finance terminations rather than war produc- 
tion. 

* * 

Since its beginning in 1941, the Joint Con- 
gressional Economy Committee, headed by Sen. 
Harry F. Byrd of Virginia, has spent $46,000. 
Resultant savings to the Federal government 
—$3 billion worth! Since this translates into 
an expenditure of less than $20 by the Com- 
mittee for each million dollars it has saved 
the government, it is something of a bargain 
for taxpayers. : 

* ok * 

It has been suggested that the rate and dura- 
tion of unemployment compensation should be 
increased. .... We have seen men paid for 
producing less and less—now there blossoms 
forth the idea that man can be paid for pro- 
ducing nothing—George Trundle, Trundle 
Engineering Company. 





The significant interests of comptrol- 
lers and certified public accountants lie 
identically in the field of financial ac- 
counting, but the points of view of the 
corporate officer and of the independent 
examiner are enough different that joint 
consideration of problems in that field 
may be particularly illuminating. So, in 
the matter of internal accounting control, 
the purposes of our two groups are essen- 
tially the same—devising, improving and 
appraising practical methods which will 
provide adequate safeguards and enhance 
the accuracy of accounts and reports 
drawn from the accounts. The comptrol- 
ler brings to bear especially his int:mate 
knowledge of the organization and opera- 
tions of the business in question, while 
the professional auditor draws from his 
experience with diverse types of com- 
panies. 

It seems useful to consider at this time 
a diagnosis of the present general state 
of health of internal accounting controls. 
I suspect that we may find them some- 
what run down, if not debilitated as a 
result of wartime wear and tear and lack 
of tonic, vitamins and refreshment. In 
many cases they need more attention than 
has been possible in several years from 
their family physicians, the comptroller 
and internal auditor, and also from the 
certified public accountant as consultant. 


WARTIME NEGLECT 


Consider first the many strains and 
types of neglect to which internal ac- 
counting control has been subject during 
the war years. Under any circumstances 
continuous vigilance is required to see 
that a plan of internal check is rigorously 
followed. It has often been pointed out 
that the best planned accounting routines 
will not fulfill their purposes if em- 
ployees do not scrupulously carry out the 
methods prescribed or if they are not 
watchfully supervised. Adequate super- 
vision has been well-nigh impossible 
under wartime pressure and under the 
manpower conditions which have ex- 
isted not only have the numbers of cleri- 
cal employees been insufficient to operate 
our accounting routines efficiently, but 
the quality of personnel has been sub- 
standard. Clerical errors have increased, 
initial recording of transactions has often 
been incompetent and such errors are 
compounded where the usual cross checks 
could not be maintained. The whole situ- 
ation has tended to relaxation of efficient, 
scrupulous following of routines. A care- 
ful process of tuning up and tightening 
up controls is now required. 

Furthermore, wartime pressure has 


forced many companies to modify their 
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internal controls because of fundamen- 
tal changes in operating functions or to 
omit altogether some desirable account- 
ing procedures because of insufficient 
clerical help. Not infrequently has the 
pressure of the armed forces for procure- 
ment of materials been so great that 
industries have been forbidden to halt pro- 
duction for the purpose of inventory tak- 
ing and several years may have elapsed 
without opportunity to check the accuracy 
of book inventories by a physical count 
of stock on hand. In other cases cost sys- 
tems have been jettisoned in part or in 
whole because the management could dis- 
pense with the information in the absence 
of competitive conditions and may have 
felt that renegotiation of prices with the 
big single customer made determination 
of unit production costs of little signifi- 
cance in setting selling prices. Cost-plus- 
fixed-fee contracts and the more or less 
subtle influence of renegotiation and high 
taxes, together with a constant sellers 
market, must have tended to relax the 
procedures ordinarily set up to ensure 
efficient purchasing and to keep expenses 
within bounds, as well as methods of 
checking the utilization of raw materials, 
parts and stores. 

Even in the field of cash safeguards, 
it has recently come to my attention that 
during the war most of the large com- 
mercial banks have abandoned their for- 
mer practice of examining endorsements 
of checks returned and paid through the 
clearing association. If, due to similar 
wartime pressures the bank’s customer 
also omitted the procedure of scanning 
canceled checks for the payees’ endorse- 
ments, a significant safeguard over the 
integrity of the cash payments would 
have been totally absent. 

It is probable that maintenance of de- 
tailed plant records of acquisitions, re- 
movals and depreciation may have been 
neglected during the emergency period 
and that with the U. S. Government the 
chief customer, the practice of verifying 
accounts receivable by sending periodic 
statements or internal auditors’ confirma- 
tions may have been considerably 
curtailed. Plans previously in effect for ro- 
tating assignments and for providing reg- 
ular vacations for clerical employees must 


have been abandoned in the face of es- 
sential work to be done, although such 
plans for shifting responsibilities may 
have been integral features of the system 
of internal check. It has often been neces- 
sary to consolidate duties and thereby 
sacrifice safeguards resulting from segre- 
gating functions and from clear-cut ac- 
countability for a definite segment of 
work. Accounting routines prepared in 
haste for enormously increased volume of 
business or for a new field of enterprise 
may have been poorly designed from the 
viewpoint of the best internal check. The 
responsibility for designing procedures 
and systematizing records has frequently 
fallen on supervisors overworked or with- 
out adequate experience for such duties. 
The most appropriate mechanical aids for 
automatic control have often not been 
available because of restrictions on the 
production and distribution of bookkeep- 
ing and calculating machines, checkwrit- 
ers, postal meters and the like. Manuals 
of procedures and organization charts 
have been rapidly obsolescent and there 
has been little opportunity to revamp them 
and keep them up to date. 


DIVERSION OF PERSONNEL TO OTHER 
DUTIES 


In many cases personnel once em- 
ployed on functions of internal control 
have been diverted to other duties. Those 
verifying payrolls, for instance, may have 
been assigned to payroll preparation with 
some inadequate substitution for the veri- 
fication work. This situation has been 
common with internal auditing depart- 
ments. Most internal auditors and their 
staffs have had their usual duties forced 
into the background or eliminated by 
work on special assignments, usually aris- 
ing from the myriad of wartime regula- 
tions. They have been investigating wage 
and salary stabilization compliance, set- 
ting up methods of assembling Price Ad- 
ministration reports, working on termina- 
tion claims or preparing data for rene- 
gotiation. Their regular programs of 
check have fallen into desuetude and it 
may have been years since the internal 
auditor has been able to make routine ex- 
aminations and reports in line with plan. 





and Montgomery. 





THE CURRENT STATE OF INTERNAL CONTROLS 


High on the list of essential accounting tasks in the reconversion period, is 
consideration of the general state of health of a company’s internal account- 
ing control, points out Mr. Perry, who presented this paper before the October 
9 meeting of the Boston Control. The author is a partner of Lybrand, Ross Bros. 


—THE EDITOR 
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Five years ago the subject of internal 
accounting control seemed to be on the 
verge of substantial development. The 
Controllers Institute, cost accountants, ac- 
counting instructors, certified public ac- 
countants and even the S.E.C. had com- 
pleted preliminary discussions and analy- 
ses of the functions, purposes and general 
methods of internal check, including its 
place in the independent audit of finan- 
cial statements. If the problems of the 
war emergency had not intervened, there 
was every expectation that this recent pe- 
riod would have shown a great deal of 
hard, concrete thinking accomplished on 
the subject and substantial advance by al- 
most every business concern in the appli- 
cation of principles which were being 
widely discussed and disseminated. While 
it is true that many concerns have made 
great progress in developing their internal 
methods of control, nevertheless this field 
might have been much more intensively 
cultivated and to a considerable extent 
the soil has deteriorated and become 
eroded by the emergency pressure which 
the war has placed upon industrial or- 
ganizations. 


SUSPENDED DEVELOPMENT 


The difficulties of practice in wartime 
have had their effects in retarding de- 
velopment of the public accountants’ func- 
tion of reviewing the methods of internal 
check followed by their clientele. The 
accounting profession has had a lively ap- 
preciation that its reliance on systems of 
internal check has been especially critical 
under wartime conditions and business 
volume and that weaknesses might be ex- 
pected more readily to develop in these 
times. Nevertheless, shortages of experi- 
enced staff personnel, the pressure of spe- 
cial engagements and the rapidly shifting 
operations and organizations of clients 
have probably tended to delay improve- 
ments which the auditing profession has 
aimed to make in this phase of practice. 
For example, while it is generally recog- 
nized that this part of an annual examina- 
tion is most advantageously conducted in 
advance of the year-end so that it may be 
integrated with the whole audit program 
and possibly result in modifying that pro- 
gram, during the war review of the sys- 
tem has occasionally had to be postponed 
until after other features of verification 
were completed. An available time has 
afforded little opportunity to appraise, 
revise and improve the methods and pro- 
grams used for reviewing the effective- 
ness of clients’ routines. Programs, ques- 
tionnaires, check lists or memorandum 
instructions have tended to remain unre- 
vised during the war years. The profes- 
sion should now make up for lost time 
by bringing this part of its work to a 
higher level of performance. 

Such is the diagnosis of the state of 
health of internal accounting control as 
the war period comes to an end. What 
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types of treatment should be prescribed 
by Doctors Comptroller and Certified 
Public Accountant ? 


TONING UP MORALE 


At the head of the list of treatments 
comes the toning up of morale. An atti- 
tude of respect for rigid adherence to 
sound principles of internal check should 
be cultivated throughout the business or- 
ganization from top executives down. It 
has already been suggested that laxity in 
following prescribed routines may have 
been a frequent result of the strains and 
stresses of encompassing the wartime vol- 
ume of work and the difficulties of pro- 
viding adequate supervision and review. 
Laxity has by no means been confined to 
the field of accounting. Our poorly laun- 
dered linen, the uncooperative sales serv- 
ice in our retail stores, the catch-as-catch- 
can repair work on our overworked 
automobiles are all evidence of the dete- 
rioration of standards of service which in- 
evitably has occurred in the attitudes of 
employees during these years, when there 
has been more than enough work for 
every worker and we were ready to beg, 
bribe or hogtie them to stick to their as- 
signments. Such attitudes toward quality 
of work and service must be purged from 
our business life and the therapy of re- 
training will be long and hard both for 
reeducators and for trainees. 


RIGOROUS FOLLOWING OF ROUTINES 


At the heart of effective internal check 
is the rigid following of prescribed rou- 
tines. Some executives are indifferent to 
the importance of having a rigorous sys- 
tem of bookkeeping maintained at all 
times. They may not realize that large 
embezzlements have had their inception 
usually in small peculations easily made 
possible because the management had put 
up with slipshod methods of bookkeep- 
ing. The careful routing of all transac- 
tions under a prescribed system which 
provides for the checking of one clerical 
operation by another impresses some men 
in executive positions as cumbersome or 
unduly expensive. A system of internal 
control is not adequate if in practice the 
management permits frequent deviations 
from prescribed procedures. The execu- 
tive who cuts across routines to expedite 
a transaction in which he is interested is 
not truly contributing to efficient handling 
of business. 

A particularly embarrassing séries of 
defalcations discovered during the past 
year were perpetrated by a so-called trou- 
ble-shooter who specialized in such mat- 
ters as expediting payments to vendors 
and creditors whose invoices had been de- 
layed in the routine handling because of 
special problems involved in the trans- 
actions. He had been allowed to cut 
through the normal procedures and to 
bring invoices or requests for expense 
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advances directly to the cashier for in- 
stant payment. Consequently the routine 
safeguards were not effective as to these 
payments and the trouble-shooter soon 
found frequent opportunities based on 
duplicate invoices or fraudulent vouchers 
to obtain checks which he was able to 
negotiate for his own benefit. This oc- 
currence was in a large and critical war 
enterprise where expedition was fre- 
quently essential. The solution, of course, 
should have been either to revise the rou- 
tine procedures to prevent bogging down 
of problem items or to have required the 
trouble-shooter to do his expediting, after 
he had found the items, by shepherding 
them quickly through the normal course 
of handling prescribed. Even when the 
sums are not large, it may be imprudent 
to permit any departure from the usual 
routine, if only because such exceptions 
only tend to grow in number and because 
they set poor examples to members of the 
organization who are expected constantly 
to follow the prescribed procedures. 

The better managed concerns follow 
the policy of maintaining an adequate 
staff and organizing their methods so that 
there is a reasonable current check upon 
the accuracy of the daily work. This pol- 
icy is worth its expense and obviates a 
complete or detailed audit by public ac- 
countants or internal audit staffs. The ex- 
pense of a detailed examination into 
cash transactions through the year is not 
justified when the auditor is satisfigd, as 
a result of inquiry into methods and his 
audit of a few transactions by way of 
test, that well developed procedures for 
the handling of funds and bookkeeping 
for cash are in force. 


RESPONSIBILITY OF EACH EMPLOYEE 


So all members of our organizations 
should be firmly impressed with the seri- 
ousness of their duties in connection with 
the system of internal control. The officer 
authorized to sign checks must avoid be- 
ing a mechanical penman and have regard 
to his responsibility for seeing that sup- 
porting documents are actually in order 
and, if they are not, for investigating and 
reporting the nature of the weakness re- 
vealed. It is still not infrequent that 
checks are signed in blank in advance and 
that no routine procedure is in effect for 
canceling vouchers when paid. Such weak- 
nesses would not exist, if the executives 
responsible for making payments under- 
stood the practical value of rigid adher- 
ence to sound standardized procedures. 


MANUALS OF PROCEDURES 


The usual tool for implementing the 
system of internal control is a manual of 
procedures. Well organized manuals 
kept up to date are essential for a concern 
of any size and complexity of operation. 
Isolated memoranda not clearly integrated 
into the general plan are inadequate sub- 
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stitutes for a manual. The written manual 
of procedures forces the accounting ex- 
ecutive to formulate a rational, coordi- 
nated and practical plan and it definitely 
records the responsibilities of all mem- 
bers of the organization in a way they 
cannot easily evade. Furthermore, de- 
tailed written instructions as to proce- 
dures are invaluable in periods like the 
present when personnel changes so rap- 
idly at all levels that methods recorded 
only on the tablets of memory will not 
be transmitted accurately, if at all, to 
successive occupants of a position. 

If development of a concern’s internal 
procedures has been neglected during 
wartime, the manuals of prescribed rou- 
tines have surely become obsolescent and 
in need of partial or general overhaul. 
Such a task could well provide opportu- 
nity for reeducation of staff in their re- 
sponsibilities for following standard prac- 
tices and in the company’s policy of 
expecting efficient adherence thereto. Re- 
vamping the manuals will require the 
accounting executives not only to reap- 
praise plans of the past and develop a 
more rational and perhaps more modern 
system, but also to gain considerable in- 
sight into the attitude of the whole or- 
ganization toward internal control and 
into the extent that actual practice has 
been following the procedures prescribed 
in the past. What to a clerical employee 
is apparently a time-saving short-cut may 
represent elimination of a valuable cross 
che&& which that employee is in no posi- 
tion to recognize. The accounting execu- 
tive who issues manuals of procedure and 
bulletins of instruction is by no means 
thereby assured that those procedures will 
continue to be followed unless periodic 
steps are taken to investigate and check 
on the fact either by direct observation 
or through the programs regularly carried 
out by an internal auditing department. 
Of course, public accountants also review 
the methods of internal check and should 
be satisfied that they are being effectively 
practiced as evidence of the reliability of 
the accounts being examined. Yet the ac- 
counting executive may not properly rely 
solely on such review by the outside au- 
ditors to see that the system for which 
he is responsible is in fact working ef- 
fectively as planned. Continuous vigilance 
in this field is necessary on the part of 
the comptroller, group supervisors, in- 
ternal auditors and public accountants or 
the routines may break down and _ in- 
tended safeguards disintegrate without 
those responsible being the wiser. 


RECOGNIZING CHANGES IN THE 
BUSINESS 


In making a comprehensive review of 
the methods of internal control of a busi- 
ness with the purpose of revising them in 
the light of present needs and up-to-date 
standards, we should give ample consid- 
eration to changes in the business which 
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may have taken place during the war 
years or which may be contemplated by 
the management in connection with re- 
conversion to postwar operations. The 
volume of operations may have perma- 
nently increased. Certainly many concerns 
which were doing a relatively small busi- 
ness before the war have, under the 
stimulus of wartime orders, found them- 
selves able to multiply their production 
and will not be content without a strug- 
gle to be relegated again to the minor 
leagues. Such concerns may now be in 
need of organized internal auditing meth- 
ods which were not feasible in earlier 
years. The size of fidelity bonds may need 
review and adjustment upward in some 
cases; or downward, if the level of liquid 
assets is permanently lowered. Payroll 
records and procedures are fruitful sub- 
jects for review in the light of prospec- 
tive employment levels. The change from 
doing business primarily with the gov- 
ernment as the big customer to a highly 
competitive situation with many customers 
should lead to a scrutiny of the controls 
over sales, accounts receivable, credits and 
collections. In many cases procedures in 
this area will need fundamental over- 
hauling. Cost systems which have been 
operated previously with a view to deter- 
mining actual costs under war contracts 
will be revised to provide control over 
costs and expenses, information as to vari- 
ations at different volumes of production 
and aids to setting optimum selling 
prices. Changes in product and require- 
ments for greater investment 1n stocks of 
parts or finished goods will call for im- 
proved methods of inventory control. 


PRINCIPLES AND FUNDAMENTAL 
METHODS 


It is beyond my purpose to set forth 
a detailed system of internal check. There 
is a respectable body of literature on the 
subject, mostly prewar writings plus in- 
cidental articles of more recent vintage. 
The subject is implicit in the fields of 
constructive financial and cost account- 
ing, in budgeting, in office management 
and in business organization. I doubt if 
a definitive work has yet been written nor 
if sufficient theoretical analysis and ex- 
ploration of its principles has been made. 
The practical aspects of internal check 
will certainly tend to change as methods 
of business administration and mechani- 
cal aids to accounting evolve and im- 
prove. It may be helpful, however, to 
discuss and remind ourselves of certain 
of the principles and fundamental meth- 
ods. 

First it should be emphasized that in- 
ternal control is not to be considered as 
confined to detailed accuracy of records 
nor to guarding against minor fraud and 
manipulation. Many of us have held this 
restricted point of view, because the sub- 
ject came to the forefront at a time when 
professional accountants felt a need of 


educating the public as to the aims and 
limitations of the eusual financial audit, 
When it was explained that business or- 
ganizations had become so large that de- 
tailed audits of all records and transac- 
tions in the traditional manner were no 
longer economically feasible nor essential 
to reaching opinions regarding the finan- 
cial statements, business management 
asked what assurance is there that peeu- 
lation, embezzlement or other irregulari- 
ties have not taken place, if the auditors 
merely report on the closing financial 
position and overall results of operations. 
The answer was that protection against 
these dangers was to be found primarily 
in the system of internal check. The te- 
sult has been that such protection has 
often been regarded as the sole function 
of internal control. 

We should look upon internal control 
in the broader sense of providing safe- 
guards over the fundamental accuracy of 
the records, the correct classification of 
transactions, the fairness of financial sum- 
maries and even the carrying out of busi- 
ness policies as detetmined by the man- 
agement. The basic organizational divi- 
sions of the whole enterprise should be 
utilized to provide cross checks on the 
performance of operating departments. 
Skillfully conceived operating reports, the 
setting of standards and budgetary con- 
trol may all be considered parts of the 
system of internal control. Accounting 
procedures should provide adequate and 
timely check on operational performance 
as well as on the integrity of the detailed 
records. Executive reports and compari- 
sons with standards and budgets may be 
used in judging the efficiency of labor, 
the reasonableness of investments in in- 
ventory and in plant additions and the 
effectiveness of credit and collection 
methods. Therefore, the comptroller and 
the public accountant concerned with de- 
vising or reviewing the internal controls 
should have comprehensive familiarity 
with the organization chart, the respon- 
sibilities of all officers and executives, as 
well as the materials, processes, products, 
properties and policies. 


EXAMPLES OF FUNDAMENTAL 
PRINCIPLES 


While no two systems of internal 
check will operate alike and each must 
be tailor-made to fit the size, operations 
and organization of the company, the 
fundamental methods fall within a re!a- 
tively small group of principles among 
which I would list the following: 


1. Cross checks arising from division of 
responsibility and separation of func- 
tions 

2. Defined accountability, i.e., the fixing 
of responsibilities for certain assets in 
one individual or group 

3. Publicity and attendant fear of dis- 
covery 

4, Mechanical devices 
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5. Protective measures for safeguarding 
assets 

6. Rigorous routines as to methods and 
record keepin 

7. Reports which provide comparisons 
with standards 

8. Internal auditing procedures 


UsE OF Cross CHECKS 


The first principle I have listed above, 
the use of cross checks, refers not only 
to available proofs arising from passing 
the processing of a transaction along 
through successive hands but also rou- 
tine provisions for checking calculations, 
for obtaining written approvals of su- 
pervisory employees and for separation of 
responsibility for record keeping from 
that of custody. Many examples will be 
found throughout the field of account- 
ing procedures such as: 


(1) divorcing the cashier from open- 
ing mail, making bank deposits and bank 
reconciliations, customers’ ledgers and 
other accounting records; 

(2) having checks signed by em- 
ployees with no access to cash receipts ; 

(3) having disputed items, adjust- 
ments and write-offs of accounts receiv- 
able handled by someone other than the 
accounts receivable bookkeeper; 

(4) giving those keeping security rec- 
ords no access to securities; 

(5) requiring formal authorizations 
for capital expenditures ; 

(6) separating sales analysis from the 
accounting department; 

(7) segregating the purchasing de- 
partment from accounting, receiving and 
shipping functions; 

(8) rotating duties of those preparing 
payrolls and double checking clerical op- 
erations in payroll preparation; 

(9) segregating approval of pay rates, 
maintenance of accounting records and 
the paying off functions from payroll 
preparation; 

(10) complete divorce of the account- 
ing department from sales, manufactur- 
ing, purchasing, cash receipts and dis- 
bursements ; 

(11) provisions for general rotation 
of duties and for vacations to be taken 


by all employees. 


This general principle of segregation 
of responsibility is one of widest applica- 
tion and should be utilized to the utmost. 
Even in small concerns or in branches, it 
can be adapted to considerable advantage 
and without excessive cost by skillful di- 
vision of duties among a small group of 
employees. Prescribed checking of cleri- 
cal work by another employee will often 
prove effective where there is insufficient 
volume to permit segregating the succes- 
sive steps in handling a transaction. The 
manager of a small office may gered 
teview the payroll regularly and compare 
the accounts receivable with monthly 
statements while watching collections and, 
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by thus keeping intimate touch with the 
details of the business, feel that he is 
exercising an excellent form of internal 
control. 


DEFINED ACCOUNTABILITY 


Defined accountability is also a widely 
applicable principle in developing inter- 
nal control. The imprest system for petty 
cash and working funds, centering cus- 
tody functions in the cashier or making 
the treasurer responsible for physical con- 
trol of negotiable securities and notes, 
defining the duties of the plant engineer, 
employment of a transfer agent and the 
installation of tight storeroom arrange- 
ments and procedures for responsible care 
of materials, small tools and other in- 
ventory items may all be classed as com- 
ing under this feature of accountability 
clearly defined and centered in individ- 
uals. Customary controls over sales of 
admission tickets, sales by delivery men 
and in chain store accounting methods are 
also long established applications of the 
accountability principle. 


PUBLICITY AND MECHANICAL AIDS 


Publicity and fear of exposure are pre- 
ventatives of dishonesty afforded by the 
practice of giving receipts to customers 
and the use of cash registers, fare boxes 
and similar devices. Other mechanical 
methods are availed of in internal con- 
trol. Among these may be mentioned the 
prenumbering of checks, receipts and 
vouchers, shipping advices, receiving tick- 
ets and purchase orders; check-writing 
machines and protectographs, bookkeep- 
ing machines which do mechanical post- 
ing and prepare multiuse copies of ac- 
counting forms; postage meters; and tab- 
ulating machines, which may provide 
analyses and summary reports available 
for prompt comparison with other rec- 
ords. 


PROTECTION OF ASSETS 


Methods of protecting assets from 
theft or other loss are also features in a 
general plan of internal control. The 
bonding of officers and responsible em- 
ployees, thé use of safe deposit vaults, 
cashiers’ cages, office safes and storage 
facilities for goods; employment of ex- 
press services for transport of currency 
and for payroll distribution, restricting 
the size of cash funds to the minimums 
required and diversifying general cash 
over a group of depository banks are 
all protective measures used by careful 
business men. 


ADHERENCE TO PRESCRIBED ROUTINES 


The importance of strict adherence to 
accounting routines has already been 
stressed. The policy of prescribing and 
permitting no deviation from detailed 
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methods of handling records is in itself 
an essential feature of control. Illustra- 
tions of requirements which should be 
scrupulously followed are: 


(1) formal vouchers for all disburse- 
ments typed or written in ink; 

(2) the drawing of all checks to the 
order of a person (rather than to cash or 
petty cash); 

(3) the recording of all types of sales 
(e.g., to employees, of equipment or 
scrap, for cash or C.O.D.) under the 
same protective routines as used for charge 
sales to customers; 

(4) definite rules for checking all in- 
voices payable against purchase orders, 
receiving reports and inspection reports 
and as to prices, extensions and freight 
charges; 

(5) rules for making all payments by 
check and 

(6) the dealing with special payroll 
items under the same general plan as the 


regular payroll. 
REPORTS 


Reports to the operating management 
should be adequate to bring to light ab- 
normal financial figures and other dis- 
crepancies. They should set forth and ex- 
plain variances bétween operating costs 
for successive periods and in comparison 
with budgeted and standard amounts. 
The system of reports throughout the 
company organization frequently needs 
review and revision to keep them of 
maximum effectiveness and to see that 
they are in fact being used by both ma- 
jor and minor executives as a basis of 
exercising practical controls over opera- 
tions and accuracy. 


INTERNAL AUDITING 


The last feature of internal control 
listed above was the internal audit de- 
partment. There has been considerable 
expansion of this function in recent years, 
as evidenced by organization of the In- 
stitute of Internal Auditors and a grow- 
ing literature. Employment of internal 
auditors is by no means confined to larger 
business enterprises. Many medium sized 
concerns have found it advantageous to 
create and fill this position. The func- 
tions and duties of the internal auditor 
merit considerable thought, and planning, 
taking into account both the accounting 
and control methods of the concern and 
the part played by the outside independ- 
ent auditors. The internal auditor's du- 
ties should therefore be rather definitely 
prescribed in carefully evolved written 
programs which will provide for his cov- 
ering a wide field of examination over 
stated periods. The program of internal 
audit is profitably subject to review and 
comment by the public accountant so that 
the work of the two may dovetail. The 
internal auditor's written reports, with 
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his working papers, should be made avail- 
able to the public accountant as additional 
evidence as the integrity of the account- 
ing records. An important duty of the 
internal auditor is to review and report 
upon the practical functioning of all pre- 
scribed routines and procedures which 
comprise other features of internal check. 
His methods of review will generally be 
similar to those followed by public ac- 
countants in examining and passing upon 
the effectiveness of the system of internal 
control. The internal auditor, however, 
has a more direct responsibility to the 
management and his examinations may 
properly be expected to be more inten- 
sive and frequent. 


RESPONSIBILITIES OF THE PUBLIC 
ACCOUNTANT 


The public accounting profession by 
now should be well instructed in its re- 
sponsibilities for review of the systems of 
internal check of its clients and the pur- 
pose of such reviews in connection with 
periodic audits. The bulletins of the 
American Institute of Accountants Com- 
mittee on Auditing Procedure and many 
articles by members of the profession 
have discussed these matters. 

What we should now concern our- 
selves with primarily in the profession is 
improvement and dissemination of our 
technical knowledge in this field,—first, 
as to the principles of internal control 
and their application in detail to the or- 
ganization and procedures of business 
and, secondly, as to our methods as au- 
ditors in reviewing and appraising po- 
tential reliance on the internal control 
measures used by clients. Both of these 
technical aspects of the subject can doubt- 
less be developed extensively in group 
discussions within our firms, within our 
professional societies and, in such meet- 
ings as this, jointly with other accounting 
groups. The result should be an expand- 
ing body of knowledge tending to clar- 
ify the subject both for students and for 
members of the profession. A number 
of the principles of internal check and ex- 
amples of their specific application have 
already been reviewed. Such matters 
might well be subjects for forum meet- 
ings, discussion groups or question and 
answer periods. 

In the second category of technical sub- 
jects are those relating to auditing proce- 
dure, of which a few questions may be 
briefly mentioned. 


WRITTEN STAFF INSTRUCTIONS 


What is the best form of providing 
written staff instructions for the auditor’s 
review of internal check? In some cases 
the procedures for such review are in- 
corporated in the regular detailed audit 
program. In other cases reliance is had 
on general bulletins setting forth policies 
and instructions, often supplemented by 
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miscellaneous staff memoranda. Like the 
accounting manuals of many business 
concerns it is probable that accounting 
firms relying on staff memoranda issued 
from time to time will desire to make re- 
vision and integration of such memoranda 
one of their early postwar projects. Some 
firms have developed reminder lists of 
points to be pi vl in reviewing the 
methods of internal check, while others 
have compiled comprehensive question- 
naires, which when completed become a 
part of the working papers on each en- 
gagement. 

There are a number of advantages to 
the comprehensive questionnaire, partic- 
ularly with auditing organizations of 
some size. The questionnaires provide in 
summarized form certain concrete evi- 
dence that a rather complete survey has 
been made, which may be conveniently 
used by the supervisor reviewing the case. 
The items in the questionnaires are clas- 
sified in such a way that they may readily 
be used in conjunction with verification 
of the several elements of the financial 
statements. The danger of the question- 
naire, of course, is that it be relied upon 
to an extent that imaginative judgment 
of the suitability of procedures to particu- 
lar situations will not be encouraged. 

The better and more experienced the 
auditor, the less reliance he will need to 
place on rigid questionnaires and tfe- 
minder lists. As a practical matter, how- 
ever, the well conceived questionnaire 
would seem to provide the most sound 
and reliable form of written instructions 
for this aspect of auditing. 


INTEGRATING THE REVIEW WITH 
ACCOUNT VERIFICATION 


Another field for practical discussion 
covers such questions as when during the 
course of an audit the review of internal 
check should best be made; how to in- 
tegrate the review with the various veri- 
fication steps in the audit; how many 
sample cases should be investigated and 
to what degree of intensiveness; what 
are the advantageous possibilities of vary- 
ing emphasis from year to year in fe- 
curring audits. If review of internal check 
is made toward the end of the examina- 
tion, one loses the advantage of fitting 
the program of verification to the client’s 
accounting methods as disclosed by the 
review of those methods. On the other 
hand, completing a program of methods 
review before beginning any of the steps 
of account verification may not be effi- 
cient. Exchange of experiences and dis- 
cussion of concrete situations may sub- 
stantially improve our techniques in this 
regard. It is generally agreed that inten- 
sive study of procedures used in handling 
individual transactions is the best means 
of judging whether prescribed procedures 
are actually being followed in practice 
and whether they are adequate. We are 
left with the problem, however, of how 


many such concrete cases would represent 
a fair testing of the effectiveness of the 
internal control. 


COOPERATION WITH CORPORATE 
ACCOUNTING OFFICERS 


The means by which the certified pub- 
lic accountant may cooperate with the 
comptroller and internal auditor is an- 
other field to be further explored, par- 
ticularly in view of the increased num- 
ber and expanded scope of internal au- 
diting departments. Certainly the certi- 
fied public accountant should make ef.- 
fective use of the results of the internal 
auditor’s work. The extent to which that 
work should be reviewed, the form in 
which its results should be presented as 
evidence and the limitations of those re- 
sults as independent evidence should all 
be studied, 


THE PERIOD OF RECONVERSION 


In looking forward to postwar prac- 
tices of auditing, there should now be 
time and incentive for devoting more ef- 
fort to reaching answers to these ques- 
tions, to improving our techniques and to 
instruction of staff accountants. 

Thus the present general state of health 
of internal accounting control should be 
considered by both comptroller and cer- 
tified public accountant as a significant 
condition which may require examination 
and treatment at the earliest opportunity. 
It must be placed high on the list of es- 
sential accounting tasks in the period of 
reconversion and rehabilitation through 
which we are now passing. Just as plant 
engineers are busying themselves with 
plant clearance and production men are 
retooling for normal manufacture, so 
should the accounting executive, with the 
help of his consultants, clear out emer- 
gency accounting and auditing methods 
which may have been necessary in war- 
time and replace them with efficient mod- 
ern tools adapted to controlling the nor- 
mal operations of peacetime industry. 


Institute on Federal Taxation 


The Division of General College Extension 
of Rhode Island State College held its Fourth 
Annual Institute on Federal Taxation during 
the week of November 26 to 30, in the Hotel 
Biltmore, in Providence. The guest speakers 
appearing at The Institute included: Denis B. 
Maduro; New York attorney, on “Taxes on 
Estates, Gifts and Trusts, and Estate Planning, 
including the Life Insurance Problem In- 
volved”; David B. Chase, New York Attorney, 
on “Taxpayers Rights in Minimizing Taxes’; 
Maurice Austin, C.P.A. Attorney and Profes- 
sor of Law, at Brooklyn Law School on “How 
To Get Benefit of Carry-Back Provisions’; 
Fred R. Fairchild, Knox Professor of Eco- 
nomics, Yale University, on “Review of the 
Postwar Tax Policy Committee’s Report’; and 
Peter Guy Evans, C.P.A. and Attorney, of 
Janis, Bruell & Evans, New York, on “Im- 
portant Recent Decisions and Rulings.” Mr. 
Evans also served as chairman of the Advisory 
Planning Committee. 
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There is no reason why the business 
outlook for 1946 cannot be for activity 
which should reach the highest peacetime 
levels we have ever known. To be sure, 
levels will be low at the beginning of the 
year. But output and incomes certainly 
can be high at the end of the year. Such 
high levels can be reached despite the 
fact that the year will probably see a near- 
conclusion in the process of reduction of 
Government war expenditures by very 
substantial amounts. The decline in these 
expenditures from the wartime peak of 
$90 billions to a level of only one-fifth 
of that figure should occur by the end of 
1946. 

But will we make 
progress in 1946? 

The, answer to anyone, especially an 
economist, is: “It all depends!” And it 
depends upon what “we the people’ do 
to make the good record we can have. 

Why does it depend upon us? 

It depends upon us because the funda- 
mental factors for recovery ate so strong 
that failure will have to result, so to 
speak, from sharp blows, anesthetizing 
doses of bad, disequilibrating medicine 
that we administer to the very favorable 
recovery factors. 

What are these very favorable factors ? 


such substantial 


First, the United States ends the war with 
a liquidity which has never had even a re- 
motely close parallel in the world’s history. 
Liquid assets of the American people during 
the war have increased three-fold—from $80,- 
000,000,000 to about $240,000,000,000—to 
give Secretary of the Treasury Vinson’s figure. 
American industry has increased its working 
capital from $47,000,000,000 before the war 
to $94,000,000,000 at the end. of the war, ac- 
cording to the Securities Exchange Commis- 
ston. 

Second, the American people and their gov- 
ernment—the two of them make a combination 
that is devastating for its power—have man- 
aged to keep the price level down to a rela- 
tively small advance during the entire war and 
pre-war period. But even more important is 
the fact that prices have been maintained low 
relative to the liquid assets with which the 
American people and American industry enter 
upon the postwar period. Put the other way 
around, as Undersecretary of the Treasury 
Daniel Bell so prophetically did in 1941, be- 
cause we controlled prices we were able to 
have our cake and eat it too. By that he meant 
that if we held prices down we would have 
all the goods just the same, and an immense 
amount of savings besides. 

Third, the American people, in the process 
of “having gone without”’ during the war, now 
have accumulated large unsatisfied amounts of 
deferred demands. These they will want to 
make good after the war and they have the 
purchasing power to make them good. 

Fourth, the prospect for the national income 
and for output levels higher than the Ameri- 
tan people have ever known. in peace, are re- 
enforced by the fact that we will have the 
largest recorded levels of current national in- 
come to use in making a year’s purchase of all 
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kinds of goods. In fact, the extent to which, 
for a period of years, the sustained high levels 
for demand actually will be in response to the 
current annual high level of national income, 
to a greater degree than caused by buying to 
make good deferred demands. 

Fifth, an improved technology developed 
during the war, when no research expendi- 
ture was too great if it improved the equip- 
ment we placed into the hands of members of 
the armed services, will greatly stimulate post- 
war innovation, invention, and stimulate in- 
creased sales by offering new and better goods. 


The foregoing factors are favorable. 
But as in a football game, ground so 
gained can be quickly lost. In the last 
war for a considerable period of time 
after 1920, we booted the prosperity foot- 
ball out of the field. It would not be 
hard to demonstrate that in 1919 and 
early 1920 business gained and lost an 
extremely short period of prosperity “‘as 
a trade” for the freedom from economic 
and price controls it so quickly was given 
after November, 1918. Then in the last 
half of 1920, business paid the price for 
that freedom which, by no one’s deliber- 
ate action but by circumstances, got con- 
verted into license to sky-rocket prices. It 
then paid in terms of extremely heavy in- 
ventory losses, price declines and the 
deadening of almost all channels of busi- 
ness trade. Agriculture paid, too, for in 
two years all the land price gains were 
rubbed out. 

“Business Week” (November 3, 1945) 
says about prices: “The lid would blow, 
without any question, but for O.P.A. re- 
straints.” 

In the war, business and banking pro- 
vided a margin of sound opinion and 
conviction which gave the Nation the 
great advantage of price control. I am 
sure business and banking will continue 
that record and will profit by accepting a 
temporary continuation of price control 
to save the great losses to all groups, 
themselves included, that would surely 
follow a price splurge at this time when 
great supplies of goods are just becoming 
visible at the horizon of civilian produc- 
tion. 

This meeting is taking place on the 
second day of the labor-management con- 


ference in Washington. We can boot 
away the ball of prosperity if, from that 
conference, we fail to reach a sensible 
decision as to what factors or what for- 
mula should govern wages and what kind 
of machinery should be developed to set- 
tle industrial disputes. The process of set- 
tling industrial disputes is one I am not 
competent to discuss. But I do wish to 
make a suggestion or two outlining a 
formula for wages. 


FORMULA FOR WAGES 


I would suggest, for a starting point 
which could be specific: Have the pub- 
lic, so to speak, offer to go along with 
small price increases; I suggest such price 
increases should be limited to five per 
cent.; have a duration of a year; and that 
we arrange for a special review of the 
pledges we shall at the same time ask 
management and labor to make to in- 
crease efficiency subsequently to give 
promise of declines rather than any fur- 
ther increases in prices. With this conces- 
sion from the general public, I think we 
should turn to labor and ask the follow- 
ing question: “By what amounts will you 
lift your average productivity? What do 
you propose to do about the output of 
workers by industries, by comrhunities, by 
plants? Will you help make it possible, 
by the test of the entire national produc- 
tion of the United States, to lift total out- 
put?” 

Then, with the factors of (1) a small 
but stimulating price increase approved 
by the public, and (2) with increased pro- 
ductivity pledged by labor, I think man- 
agement could come quickly to agree- 
ment, (3) for a wage increase that would 
be not less than ten per cent. and where 
good productivity increases are given by 
labor, even a higher increase might be 
possible. 

Were such a formula applied, all 
would gain. The public would secure an 
enlarged output in return for its granting 
those price increases which directly, by 
pledge of labor and management, would 
induce an enlargement of output. From 
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THE FIRST POSTWAR YEAR 


The domestic economy has “all the makings” for a prosperous twelve months 

| in 1946, but whether the potentialities are realized, depends on a number of 
factors, some favorable and some that may prove stumbling blocks. This analy- 

| sis and forecast was presented before the Twin Cities Control, on November 6 
| at St. Paul, Minnesota, by Mr. Upgren, who is associate editorial editor of the 
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that enlargement of output the general 
public would gain because lowered taxes 
would be made possible. Labor would 
gain from lowered taxes, too, but more 
importantly, labor would secure the 
higher wages it wants. Because the higher 
wages would be accompanied by higher 
output, labor would have the benefit of 
more goods and avoid the damage to it- 
self of higher prices. Management and 
owners too would gain because the in- 
creased productivity, and, where needed, 
a small amount of price advance would 
lower labor costs per unit of output. 

In the remainder of my discussion I 
wish to turn to two subjects. The first 
of these is the objective which I believe 
we should strive for in this country. Stat- 
ing well-defined objectives is important 
if human striving for progress is to be 
purposeful. Finally, I would like to ask 
you to consider the outlook for a longer 
run sustained period of high activity in 
our country. 


FIVE OBJECTIVES 


There are five objectives which I rec- 
ommend for discussion, and to yield any 
degree of modification which will permit 
these objectives to command really maxi- 
mum units from our people. The first ob- 
jective I would propose is that we all 
shall work to maintain a high level of 
output in the years after the war. I think 
the minimum decline we should permit 
would be to a first level for a then grow- 
ing national production of $165,000,- 
000,000. If, as I think is unlikely to be 
the case, we should threaten to fall below 
that level of output, business should come 
forward quickly with proposals by which 
it can be reached and business should 
make these proposals—prospectively or 
forward-looking in character—and be 
willing to abide by them. Not to do so 
is to risk much greater danger for all of 
us. 

The second objective I propose is, 
when the experts have gotten through 
calculating what the precise figure should 
be, that we shall aim to have maintained 
employment for our labor force. This is 
not just an objective of American econo- 
mists. It has, in fact, been proposed and 
accepted by a large committtee of Ameri- 
can businessmen who recently published, 
under the auspices of the Committee for 
Economic Development, a most important 
study, ‘American Industry Looks Ahead.” 
In it they gave confirmation to past cal- 
culations of a 40 per cent. rise in total 
national manufactured output after the 
war. They also pointed out that (given 
past relationships of other employment 
to employment in manufacturing which 
they carefully investigated) we could ex- 
pect about 54,000,000 jobs and _ this 
would not include their estimate of about 
2,500,000 members of the armed services 
and about a like number of men techni- 
cally unemployed because of being “‘on 
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the move’ mostly to better jobs. Thus, 
this committee of businessmen came in- 
deed close to an estimate that we could 
realize that great magical number of 60,- 
000,000 jobs after the war. 

The third objective is one, I think, 
about which there is little dispute. It is 
that the cost of living shall be maintained 
at stable levels. This objective is not in- 
consistent with some price increases to 
stimulate output because there are other 
prices for which it is declines rather than 
increases that are in prospect. 

The fourth objective I propose is that 
we shall aim to increase productivity. 
Here I want to be specific. I think specific 
goals are worth establishing, and, once 
established, I think they are worth work- 
ing and fighting for. What goal would I 
propose ? 

First, that we should increase in the first 
ten years after the war the total national pro- 
duction by not less than 30 per cent. Two- 
thirds, or 20 per cent., of this increase should 
be gotten in the first five years of that decade. 
This would be the rate of increase that fol- 
lowed World War I. If anything, it should 
be exceeded. It would yield us, in five years, 
a $200,000,000 ,000 national production. With 
that we could have prosperity, and because 
it would give us a large tax base, we could 
have further output and wage stimulations by 
tax reduction. All parts of that prescription 
are pleasant to take. 

In the special field of manufacturing and 
construction, I think we should do substantially 
better. In fact, I cannot sound too strongly 
the warning that if we cannot come upon ways 
to give the home builder about 50 per cent. 
more for his money, we are not going to have 
any good promise of maintaining prosperity 
after the catching-up period is completed. 

The fifth objective I propose is a na- 
tional and rational wage policy. If we 
can manage a workable though temporary 
wage policy for the next year, and if we 
can, as a Nation, agree to lifting output, 
and to ferret out, in the form of national 
indictments, all resistances to such en- 
largement of production, then and then 
only can this goal of a sensible wage pol- 
icy be secured. But securing it can con- 
tribute to a prosperity for this country 
and for the world such as it never has 
seen before. And in this connection, it 
is to be remembered that twenty-five years 
ago all countries in much less than a dec- 
ade had their national output and in- 
comes at substantially higher levels than 
prevailed for the First World War. 

Lastly, a note of warning must be 
sounded. It can be sounded if we ask 
ourselves the question tonight: ‘“Have we 
done anything yet, or do we immediately 
propose to do anything, to overcome any 
adverse factors that may develop in our 
economy to induce it towards depres- 
sion ?” 

I am afraid our answer to the hypo- 
thetical question cannot be yes. Yet I 
think there can be wide agreement that 
the busy period of catching-up will pile 
up high levels in the area of consumer 
durable goods, but it will pile them up 
to levels that cannot be maintained. If 


we do work “to catch up,” then we shall, 
of course, get “caught up.” 

I am sure we can all agree that we need 
six months more to solve the immediate 
problems of the transition. By that time 
‘we should know the course upon which 
we will be sailing. As I have indicated, I 
think the course will be favorable and the 
goal of immediate high productive em- 
ployment reached. Then is when I urge 
that every one of us give careful thought 
to what is ahead. Declines from high 
levels can occur. Specifically, what can 
we do about them ? 

I think you and I can set to work, and 
we should try to induce all others to join 
us, to produce a re-birth of building in 
America to make it the fit place in which 
a fine people deserves to live. That can 
mean the building of a million homes a 
year for 20 years. That is what re-build- 
ing America means. Senator Taft of Ohio, 
speaking officially as chairman of a Sen- 
ate subcommittee assigned the problem, 
said that the figure should be 1,250,000 
homes a year. We have not dome two- 
thirds that well, and we have not done 
that for almost 20 years now. Right here, 
I think, is where we can find high level 
activity to bring in to sustained employ- 
ment after catching up. It will be the 
hardest job that labor, management, gov- 
ernment leaders, and the American peo- 
ple have ever undertaken. But it can win. 

As Professor Viner put it, the world 
that is going to be is going to be a dif- 
ferent world. If it is to be a better world, 
only taking careful thought can possibly 
make it so. 


Planned Investments 


“Capital Outlay Plans of Business’ is the 
subject of a three-part serial by Dean Stevens 
Wilson, reprinted from a recent issue of 
“Survey of Current Business’ and brought to- 
gether in one publication by the Bureau of 
Foreign Domestic Commerce, Washington, 
D. C. It covers the manufacture, railway and 
electric, and gas utilities industries. 

Undertaken at the request of various busi- 
ness and financial groups, the survey reveals 
the reconversion plans of business for the fiscal 
year ending June, 1946, by analyzing currently 
planned capital outlays and financial require- 
ments. These include new construction and 
equipment, maintenance and repairs, outlays 
for increasing inventories of civilian goods and 
trade. Also covered by this survey, are the 
sources of funds for these outlays and the 
planned sales objective of each company. 

The findings of the survey indicate “A rec- 
ord volume of private capital expenditures 
which takes on added significance in view of 
the large additions to manufacturing facili- 
ties during the war period.’’ Manufacturers 
expected to finance 75 per cent. of these out- 
lays from cash resources on hand or from 
current operations. 


Controlling Retail Inventory 


Control of inventory shortages in depart- 
ment stores from the viewpoint of the con- 
troller, the store’s management, and the mer- 
chandise manager, together with protection 
measures, were presented in the October, 1945, 
issue of “The Balance Sheet,’ published by 
the Controllers Congress of the National Re- 
tail Dry Goods Association. 
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Caution Is Urged on Over-Ordering and 


Subsequent Cancellation by Buyers 
By Paul Haase 


Although there is good reason to be- 
lieve that duplicate ordering of most 
goods is not yet sufficient to produce an 
unstable situation, and that the danger 
of excessive forward buying and conse- 
quent cancellation of orders is potential 
rather than immediate, the editors of the 
New York “Journal of Commerce’ re- 
cently pointed out that the problem may 
become more immediate in several lines 
within the not distant future. 

These editorial observations serve to 
emphasize a portion of the recent report 
by the Committee on Postwar Controller- 
ship Problems, of the Controllers Insti- 
tute of America, entitled “Controllership 
Problems in the Reconversion Period.” 
Discussing postwar inventory control, the 
Committee stated that “the importance of 
avoiding a pyramiding of non-genuine 
orders during the period of maximum de- 
mand is vital to the control of subsequent 
inventories.’ 

The feelings of the committee were 
highlighted by news reports that many 
buyers were duplicating orders in an at- 
tempt to assure themselves of merchan- 
dise. Similar practices in 1919, the re- 
port stated, resulted in disastrous loss to 
many wholesalers and retailers as well as 
to manufacturers. 

Now that trade and industry have be- 
come accustomed to justified cancellation 
charges on terminated war contracts, the 
report observed, “‘it would seem to be 
just the time to set up a general and en- 
forceable system of cancellation charges 
to discourage the placing of pyramided 
non-genuine orders in the postwar period 
when the peak of demand, in comparison 
with scarce supply, will probably put even 
commercial orders on an allocation basis.” 

In the 1944 report of The Institute's 
Committee, it was pointed out, there were 
listed some of the more definite methods 
adopted by the distributing or merchan- 
dising companies, both wholesale and re- 
tail, to make sure from their own records 
and their future needs that they will not 
be over-ordering. 

“Prevention at the source is better than 
an attempt to cure the evil after it has 
developed,” the Committee cautioned. 

Along the same line, in expressing 
their views on forward buying which ran 
to considerable volume during Fall 1945, 
the editors of the New York “Journal 
of Commerce’”’ declared that the volume 
of new orders received by manufacturers 
has held up surprisingly well since V-J 
Day, pole al the severity of the cur- 
tailment of Government buying. 

The Department of Commerce reports 
new orders, received by manufacturers in 
September, were 246 per cent. of the Jan- 


uary, 1939 level, it was noted. New or- 
ders for durable goods are running below 
last year’s level, reflecting the war's end, 
but orders placed for non-durable goods 
were as large in September as a year ago. 
The heavy volume of forward buying 
raises the question, in the editors’ view, 
whether duplicate orders are being placed 
to be sure of getting goods at a time when 
deliveries are far behind. 

“In past periods of shortages, the prac- 
tice of padding orders inflated manufac- 
turers’ aera but as deliveries catch 
up a wave of cancellations follows,” the 
newspaper stated. 

“There is good reason to believe that 
duplicate ordering of most goods is not 
yet sufficient to produce an unstable situ- 
ation. Some time must elapse before new 
production can catch up with consumer 
demand. The need for replenishing dis- 
tributors’ inventories of many products 
also will absorb a considerable volume of 
new production. 

“The danger of excessive forward buy- 
ing, and consequent cancellation of or- 
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ders, is potential rather than immediate. 
However, the problem may become more 
immediate in several lines within the not 
distant future. Where consumer goods 
have been available during the war, albeit 
in limited volume, demands may be less 
pressing before many months have passed. 
And once distributors find out that du- 
plicate orders can all be filled, they are 
likely to curtail buying abruptly and to 
seek to cancel some orders already placed. 

“Within the coming year, therefore, 
manufacturers in such lines would be 
well advised to regard their banks of un- 
filled orders with growing skepticism, 
and to refrain from planning extensive 
additions to plant capacity for the future 
snerely on the basis of backlogs on hand. 
In industries like textile manufacturing, 
shortages will be satisfied long before this 
can occur in the case of consumer durable 
goods like automobiles and washing ma- 
chines that were not produced at all dur- 
ing the war,” the editorial concludes. 

Copies of The Institute’s report, ““Con- 
trollership Problems in the Reconversion 
Period,” which discusses this and other 
timely subjects, were sent without charge 
to all members in September. Additional 
copies are available to members and non- 
members, at 50 cents per copy, from na- 
tional headquarters, One East Forty-Sec- 
ond Street, New York 17, N. Y. 


Geographical Sales Chart Will Help 


To Increase Trade 
By H. Oscar Donner 


A geographical survey of business done 
during recent years will help manufac- 
turers and business men to forge ahead 
to new business now. Based on the theory 
that for every ailment there is a cure, 
manufacturers and merchandisers should 
consider present business conditions as an 
ailment only and must seek the cure. 

Analyzing your own business condi- 
tions to the core will show you the way 
to move forward again. Compile from 
your own book records a list of all cus- 
tomers sold in the localities where you 
did business the past five years, tabulat- 
ing populations, customers and accounts. 
This will help you to visualize your mar- 
ket, and renewed confidence will help 
you to plan sales campaigns which will 


State—Alabama 


produce results. In fact you will find 
some of the figures actually encouraging 
at once, since in spite of the depression 
many houses show distinct gains since 
1940. 

Below is the beginning of an analysis. 

Such a graphic analysis serves as a 
good tonic. We know that good methods 
applied to a good product will bring good 
results. There is still the demand for 
goods, the thing to do is to put the pres- 
sure where the demand is known to exist. 

I believe this system will go far to 
stimulate business. It is the first step 
away from stagnation. It will mean the 
employment of more salesmen, more fac- 
tory help, and, best of all, it will mean 
new money in business. 


Population—2,646,248 
Amount Sold Per Year 








City Population Customers 1940 1941 1942 1943 1944 
Anniston 22,345 John Ames & Co. $500 $900 $800 $700 $700 
William Brown Inc. 500 600 800 

ATS) Sa ne ALR Re ae ee i) + Paar 500 1400 1400 700 1500 
Bessemer 20,721 Walter Arnold & Sons 100 300 500 500 £400 
James Burns & Co. 300 200 400 350 #200 

100") Rae ee ae nee Rr eT te eT ee 400 500 900 850 600 














Flashbacks of 1945’s Outstanding 
Controllership Problems 








The exciting and history making events 
of 1945 multiplied the responsibilities 
and tasks of controllers and shifted them 
from one scene to another, as industry 
and business strove to regain their balance, 
and struggled toward more settled condi- 
tions. Savings of labor and easings of 
responsibilities in some quarters were re- 
placed by equally burdensome and com- 
plex problems in different fields. Here is 
a quick picture of controllership develop- 
ments in 1945: 


When 1945 opened the war was at its 
fiercest, in Europe and in Japan, but mil- 
itary men were thinking in terms of vic- 
tory for Allied arms in Europe before 
many months, and in Japan possibly in 
1946. The big problems envisioned then 
were termination and settlement of war 
contracts, as first one war and then the 
other came to an end—then reconversion. 
They worked out according to pattern, but 
on a faster schedule than had been an- 
ticipated. 


Contract Terminations and 
Settlements 


The value of advance preparation was 
demonstrated by the facility with which 
the ground work for settlement of war 
contracts was laid, when a large propor- 
tion of such contracts were terminated 
immediately after the German collapse in 
May, and a still larger proportion after 
Japan surrendered in August. The as- 
sembling of the data for claims, including 
those of sub-contractors, proceeded in or- 
derly fashion, according to plans made 
early in 1945, so that as the year draws to 
a close, war contractors in large numbers 
are proudly pointing out that all claims 
against the Government have been pre- 
pared, and in many instances final pay- 
ments made. 

A great deal of prodding of laggards 
was necessary. The Contract Termina- 
tion Board and the Office of Contract 
Settlement found it in order to remind 
contractors that they should obtain the 
facts from sub-contractors which were 
needed to effect over-all settlements. Gen- 
etally speaking, companies with alert and 
progressive controllers, who had set up 
special departments to handle this work, 
needed no spur to get this procedure 





By Arthur R. Tucker 


under way, and for the most part it was 
moving along satisfactorily as the year 
end approached. There will be many 
cases which cannot be closed for a long 
time to come, because of complications 
and disagreements as to important factors, 
and there is some clogging of the ma- 
chinery on both sides. 

It may be written into the record, how- 
ever, that an excellent beginning was 
made in 1945 toward settlement of war 
contracts, thanks to careful planning 
which had been in process for many 
months, to be finished only a few months 
before the first section of the war came 
to an end. 

Mr. C. E. Jarchow, vice-president and 
controller of International Harvester Com- 
pany, Chicago, as chairman of the Com- 
mittee on Contract Termination Policies 
and Procedures, of the Controllers Insti- 
tute of America, led the effort during the 
year to simplify the termination proce- 
dures, in a series of conferences with the 
Contract Settlement Board and other gov- 
ernmental agencies. The Institute’s com- 
mittee was discharged by the Board of 
Directors on September 24, with sincere 
expressions of appreciation of its work. 


Reconversion 


Planning for resumption of peace time 
production and business pursuits, like that 
of planning for contract terminations and 
settlements, had been given a great deal 
of thought by business executives, includ- 
ing controllers; and by Governmental 
agencies. 

Some companies, by virtue of special 
circumstances with respect to the nature 
of their products, were in a position to 
begin peace time production. Toward the 
end of the year such production was well 
under way. 


Labor Troubles 


Major strikes for continuance of war- 
time take home pay, which involved pro- 
posed increases of wages running up to 
30 per cent., marked the summer and fall. 
The proposed increases were asked for 
shorter work weeks after eliminating over- 
time. The strikes proved a serious hin- 
drance to prompt carrying out of recon- 
version plans. A Labor-Management Con- 
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ference between leaders of national labor 
organizations and leaders of industry was 
convened in early November and was 
still in progress as this was written. Man- 
agement was fighting with determination 
efforts of labor to inject itself into man- 
agement. Little progress toward reaching 
agreements calculated to smooth the trou- 
bled waters was made in the early weeks 
of the Conference. Management went 
into the Conference fortified with exact 
figures as to the effects on the financial 
structures of industries, and on profitable 
operations of complying with labor’s wage 
demands—figures prepared by the con- 
trollers. Pricing policies of the Office of 
Price Administration called for absorption 
of the increased costs of operation, repre- 
sented by the proposed increases in wages, 
by industry itself and in some cases by 
distributors. Refusals by the OPA to per- 
mit the setting of higher prices for the 
most part, complicated the picture. 


Government Controls Diminished 


Within a short time after the termina- 
tion of war contracts in volume, Govern- 
ment controls of materials were wiped 
out, with the exception of those covering 
the most critical items, such as metals. 
Even those were gradually eliminated. 
The War Production Board was closed, 
and was supplanted by a Civilian Pro- 
duction Administration. Thus ended a 
great volume of paper work for control- 
lers of industries. 


Government Questionnaires 


Toward the end of the year a summary 
by the Bureau of the Budget of the Gov- 
ernment questionnaires which had been 
directed to business concerns revealed that 
more than 700 of them had been discon- 
tinued since the end of the war with 
Japan. These 700 questionnaires involved 
the filing by business, for the most part 
under the direction of controllers, of 
more than 3,000,000 returns. The ration- 
ing program had been reduced to the 
extent of 66,000,000 returns, largely by 
the public. 

The discontinued questionnaires in- 
clude annual, quarterly, monthly, weekly 
and daily reports formerly required under 
wartime control orders, and “constituted 
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a preat part of the burden of Government 
questionnaires which fell on business and 
industry during the war,” in the words of 
the Budget Bureau. 


New Federal Revenue Acts 


Two amendments of the Federal Rev- 
enue Act were passed, and signed by 
President Truman. One was known as 
the “Tax Adjustment Act of 1945,” 
passed in July, which provided funds to 
cushion reconversion; and the other, 
which did away with the excess profits 
tax and lowered corporation and per- 
sonal income taxes—the first reduction 
in many years—was known as the Rev- 
enue Act of 1945, a “stop gap” Act, as 
further revision of the Revenue Act 
was planned for 1946. This bill was 
signed by President Truman on Novem- 
ber 8. The Controllers Institute made 
no recommendations with respect to 
the “Tax Adjustment’ Act, but sub- 
mitted to Congress and to the Treasury 
comprehensive general recommenda- 
tions prior to the enactment of the 
“stop gap” Act. Many of its recommenda- 
tions were incorporated in the later en- 
actment. 


Reporting Wages and Tax 
Deductions 


Many employers complained at the 
beginning of the calendar year that the 
regulations of the Bureau of Internal 
Revenue with respect to reporting wage 
payments and tax deductions from wages 
were burdensome. The need of uni- 
formity in the requirements for report- 
ing wage information was emphasized. 
The Controllers Institute issued a re- 
quest to its members for data concern- 
ing methods of paying employees and 
methods of reporting tax deductions. 
The information obtained was summar- 
ized and made available to the Treasury 
Department in the Fall, by Harry C. 
Gretz, chairman of a sub-committee 
having the subject in charge. Allowing 
employers to exercise an option in re- 
porting wages and deductions was re- 
quested. The Treasury Department ex- 
pressed its appreciation of this service. 
The matter of revising the regulations 


is pending. 


Postwar Controllership 
Problems 


The final report of the committee on 
that subject, of the Controllers Institute 
of America, was made to members in 
early September. The Committee had 
covered the field so thoroughly in its 
series of reports, beginning in 1942, that 
the Board of Directors on September 24, 
1945, discharged the Committee with 
an expression of appreciation of its serv- 
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ices. The Committee was headed by 
Louis M. Nichols of the General Elec- 
tric Supply Corporation during the last 
two years. 


Surplus Property 


There was much fumbling in the han- 
dling of this problem. The federal laws 
first called for a Surplus Property Dis- 
posal Board of three members, which 
was later reduced to a single head. Dif- 
ficulties were encountered in the effort 
to observe the order of precedence as to 
those who might purchase surplus 
property. Toward the end of the year, 
as a result of careful study, based on 
recommendations by business experts, 
light was breaking through and hope 
was being expressed that a workable 
plan might eventually be forthcoming. 


Emergency Period Declared 
Ended 


President Truman, on September 29 
issued a proclamation declaring the end 
of the emergency period, defined in 
Section 124 of the Internal Revenue 
Code. Taxpayers were thus permitted 
to exercise their option to revise their 
amortization deductions with respect to 
emergency plants and facilities, built 
during the war under certificates of 
necessity. The procuring of certificates 
of non-necessity was thus rendered unnec- 
essary in some cases. Previously the Con- 
trollers Institute of America had defined 
the method and eased the procedure of 
obtaining certificates of non-necessity. 
Companies were given ninety days to 
exercise their option of revising their 
amortization deductions. That period 
ends practically with the close of 1945. 


Budgetary Control 


This was emphasized during 1945, to 
put a stop to the reckless spending 
which took place when speedy produc- 
tion was the principal objective. Closer 
supervision of costs was recognized as 
one of the tools which should be rein- 
stated during the reconversion period. 


Reemployment of Veterans 


This became a foremost concern of 
business executives generally. Person- 
nel problems mounted and many com- 
panies made special provision for their 
handling. 


Pension and Retirement Plans 


These were studied and worked over 
feverishly during the year. Much prog- 
ress was made in analyzing what the 
Government really wants, and many 
companies succeeded in having their 
plans approved. It was one of the pres- 
sing problems of the year. 





Rent.gotiation of Contracts 


Business wrestled throughout the 
year with this problem, even though it 
had taken second place to contract term 
ination difficulties. The principal con- 
tention of business was that any de- 
termination of the allowable margin of 
profit that did not give specific and ad- 
equate recognition to the inevitable cost 
of reconversion and other postponed 
losses arising from war production does 
not carry out the intent of Congress. 
War contracts price adjustment was des-- 
tined to pass out of the picture soon. 


Improving Corporation Annual 
Reports 


There was continuing study in this 
field during the year. It was agreed that 
investors in free enterprise are the best 
friends of the American capitalistic sys- 
tem, and that better understanding be- 
tween management and stockholders has 
resulted from improvement in annual 
corporate reports. Awards of merit for 
what were adjudged the best reports 
stimulated interest in the subject. 


Development of Controllership 


Controllership as it is practiced today 
is recognized as a twentieth century de- 
velopment. That statement was made 
in March by Dr. J. Hugh Jackson, Dean 
of the Graduate School of Business, 
Stanford University, in an address in 
San Francisco. The controller is recog- 
nized as one of the important executives 
in modern business, he said. He based 
his conclusions on a survey of 175 large 
corporations. Of these he found that 
only 8 had controllerships antedating 
1900. There was talk of “professional” 
controllership—a controller holding out 
his services to the public, and serving sev- 
eral companies. 


Controllership Foundation 


The Controllership Foundation, Inc., 
formed in December, 1944, continued 
the formulation of its plans. It is an 
arm of the Controllers Institute of 
America, organized for the purpose of 
conducting special studies and surveys. 


Cooperative Effort 


The American Institute of Account- 
ants submitted three subjects, on which 
it is preparing memorandums, to the 
Controllers Institute of America, for 
comment and suggestions: they are: 
“Nature and Purpose of the Income 
Statement,” “Current Assets and Liabil- 
ities,” and “Accounting for Expenses 
and Losses Allocable to Income of the 
War Period.” 





Recommendations regarding the pref- 
erences for the reporting of wages and 
withholdings for income and social se- 
curity tax purposes were submitted to fed- 
eral officials early in October by a spe- 
cial subcommittee of the Committee on 
Federal Taxation of the Controllers In- 
stitute of America. The recommendations 
and an accompanying report, together 
with schedules, were developed as the re- 
sult of a questionnaire survey of the mem- 
bers of the Controllers Institute earlier 
this year. The subcommittee was under 
the chairmanship of Mr. Harry C. Gretz, 
of American Telephone and Telegraph 
Company, and included Messrs. William 
L. Hearne, Warren M. Maule, Max M. 
Rosenberg, Richard H. Schlottman, and 
Herbert P. Schoeck. 

Submitted not only to the chief of staff 
of the Joint Committee on Internal Reve- 
nue Taxation, but also to the Treasury 
Department and the Bureau of Internal 
Revenue, the statement, which included 
recommendations both as to future report- 
ing and as to effective date of changes of 
withholdings, had previously received 
formal approval by The Institute’s Com- 
mittee on Federal Taxation, of which 
Mr. Oscar N. Lindahl, vice-president— 
finance, Carnegie-Illinois Steel Corpora- 
tion, Pittsburgh, is chairman. 

The recommendations of the subcom- 
mittee follow: 


With Respect to Future Reporting 


The recommendations of the subcom- 
mittee, based on the report which fol- 
lows, are: 

1. Above all else, business wants the 
same basis for reporting wage informa- 
tion returns and withholdings for Fed- 
eral Income and Social Security Tax pur- 
poses and for State Unemployment and 
Income Tax purposes. They desire, as far 
as possible, to use carbon copies of the 
wage information for different returns. 

The $3,000 limit on wages for Social 
Security Tax purposes, required to be 
computed on the “earned” basis, has 
caused a tremendous amount of extra 
work where reporting has been on a 
“paid” or “completed pay period’ basis. 
It is recommended that the $3,000 limit 
on wages during any one year be applied 
on the same basis as recommended below 
for reporting. 

2. The replies indicate only a small 
preference for the earned basis. (Where 
payrolls are on a monthly or semi- 
monthly basis, the completed payroll basis 
is identical with the earned basis.) The 
remaining preferences are about equally 
divided between the paid basis and the 





Controllers’ Recommendations on Wage and 
Withholding Reports Submitted 


completed payroll period basis. Since 
these preferences are, no doubt, influ- 
enced by the established payroll practices, 
the recommendation of the subcommittee 
is that such conditions be recognized and 
that employers be afforded, by law, the 
privilege of reporting wages and with- 
holdings for Income and Social Security 
Tax purposes on either the completed 
payroll basis, the earned basis or the paid 
basis, at their option. 

It is further recommended that em- 
ployers be given the option of selecting 
the basis they prefer for returns cover- 
ing the year 1945 without approval of 
the Commissioner, but that subsequent 
changes be permitted only upon approval 
of the Commissioner. 

3. It is further recommended that em- 
ployers with large and complicated pay- 
rolls be granted extension of time for ful- 
ing beyond the January 30th filing date, 
where necessary. Otherwise, returns may 
have to be filed before they have been 
fully reconciled and checked. 

In making this recommendation, the 
subcommittee is mindful of the fact that 
many employee-taxpayers will be entitled 
to refunds and that it is the desire of 
the Bureau to complete the refunding at 
the earliest possible date. With this in 
mind, the subcommittee pledges its mem- 
bership not to ask for extensions unless 
absolutely necessary. 


As to Effective Date of Changes in 
Withholdings 


Special consideration was given by the 
subcommittee to the question of the ef- 
fective date of changes in withholdings, 
which will be necessary if the individual 
taxes are changed for 1946. The possibil- 
ity of such change was not foreseen when 
the questionnaire was sent out and the 
subcommittee is, of course, ignorant of 
what effect this posstbility might have 
had on the preferences indicated. 

The subcommittee is aware of the fact 
that the paid basis will operate in the 
direction of reducing the individual's 
overall taxes and that, under the com- 
pleted payroll basis, the old withholding 
will apply to those payments which are 
made in arrears in 1946. The effect on 
any one individual will not amount to 
much and will probably apply to the 
same individuals who benefited in the 
past when rates were increased. 

It is, therefore, the recommendation 
of the subcommittee that the effective 
date provisions of any changes in the 
withholding give employers the same op- 
tions of making the changes on either the 
completed payroll basis, the earned basis 


642 


or the paid basis, as may be elected for 
the reporting of wages and withholding 
for the year 1945. 

Under this recommendation, all wages 
reported for 1945 will carry withholding 
based on the present tables and all wages 
to be reported for 1946 will be subject to 
the withholding based on the new tables, 
assuming that the taxes and withholding 
will be reduced beginning with 1946. 


Report of the Subcommittee 

Mimeograph 4689, issued by the Bu- 
reau of Internal Revenue on November 
11, 1937, gave employers the option of 
reporting on information returns, Form 
1099, wages earned during the calendar 
year instead of wages paid during the 
calendar year. Many employers, who were 
paying their employees weekly in arrears, 
interpreted this Mimeograph to permit 
them to report for a calendar year wages 
earned in pay periods completed within 
the year, thus avoiding the necessity for 
splitting the wages for the week which 
overlapped two years, so as to determine 


the amounts earned in the week applicable’ 


to each of the two years. 

Many accountants felt that this was a 
practical application of the ‘‘construc- 
tively paid” rule, but the Bureau of In- 
ternal Revenue has insisted that the com- 
pleted pay period basis does not legally 
meet the constructively paid rule unless 
the amounts of pay had been determined 
and set aside for each employee on the 
last day of the last pay period completed 
within the calendar year. 

The original Social Security Tax laws 
provided that the taxes should be applied 
to wages paid for employment in the 
calendar year. This, in effect, was the 
earned basis and, because of complaints, 
the 1939 amendments changed the taxing 
and reporting to the paid basis, except 
that the $3,000 limitation was continued 
on an earned basis. 

It has been the practice of railroads, 
generally, to pay their employees semi- 
monthly in arrears. Recognizing this, the 
Railroad Retirement and Unemployment 
Tax laws provided for reporting and 
withholding on an earned basis. Since 
the pay period for railroads is usually 
semimonthly, ending on the 15th and 
last day of the month, the earned basis 
is identical with the completed payroll 
period ended basis. 

The original Income (Victory) Tax 
Withholding in the Revenue Act of 1942 
was set up on a paid basis. There was 
considerable objection to this, both from 
employers who had been reporting on 
an earned basis and from the Unions who 
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objected to wages earned in 1942 being 
subjected to taxes and withholdings— 
because they were paid in 1943. In order 
to clear up the situation with respect to 
the withholding, Commissioner Helvering 
on December 31, 1942 issued Release 
No. 34-80 to the effect that withholding 
is required if the established pay period 
ends on or after January 1, 1943 and that, 
if the established pay period ends on or 
before December 31, 1942, no withhold- 
ing is required. 

In subsequent income tax laws, which 
increased the taxes and increased the 
withholdings, the effective date of the 
changes was based on wages paid on or 
after the effective date, except in the case 
of the Current Tax Payment Act of 1943, 
in which the effective date was July 1, 
1943, the increases being applicable to all 
wages paid on or after such date ‘‘except 
that such amendments shall not be ap- 
plicable to wages paid during the calen- 
dar year 1943 with respect to a payroll 
period beginning before such (July 1) 
date.” 


BASIS OF REPORTING BY EMPLOYERS 


There has been inconsistency in report- 
ing by employers because of the options 
and this continued, with the acquiescence 
of the Bureau, until late in the year 1944 
when the Bureau began putting pressure 
on employers to report on an actually 
paid basis. Employers who had been tre- 
porting on the completed payroll period 
basis objected, but some changed reluc- 
tantly. Apparently, quite a number of 
employers did not change. In some cases, 
employers with weekly or bi-weekly pay 
periods, where the payments were made 
in arrears on several pay days, assumed 
that all payments were made on the first 
pay day or the last pay day. The New 
York State Unemployment Insurance 
Commission has adopted the “‘last pay 
day’” rule where there are several pay 
days for a fixed pay period. Several of 
the State Unemployment Insurance laws 
have adopted the completed pay period 
basis. 

The Staff of the Joint Tax Committee 
of Congress have been interested in this 
question and wished to learn what em- 
ployers desired. In an address before 
the New York City Control of The In- 
stitute on February 8, 1945, the Hon. 
Frank Carlson of Kansas, a member of 
the Ways and Means Committee, said, in 
reference to this question: 


‘Some of you report difficulty over an 
interpretation by the Bureau of Internal 
Revenue which requires tax withhold- 
ings to be reported as of the date of actual 
payment, rather than determining the 
withholdings on the basis of established 
payroll periods. I am sure a solution to 
this problem can be worked out with your 
assistance, so that you will not be required 
to abandon sound and established prac- 
tices.” 
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The Committee on Federal Taxation, 
in order to be in a position to advise with 
the Staff of the Joint Tax Committee, set 
up a subcommittee to obtain data from 
its members which would be helpful in 
this respect. The subcommittee prepared 
a questionnaire in order to obtain authori- 
tative data regarding methods followed 
by employers in paying employees aiid 
their preferences for future reporting. 


REPLIES TO QUESTIONNAIRE 


The replies to the questionnaire have 
been received. There were 948 reports 
covering 1,851 employers employing ap- 
proximately 5,300,000 employees. Since 
many employers have more than one pay 
period and more than one method of pay- 
ment, the entries on these 948 reports 
totalled 2,282. All of these data have 
been tabulated and a series of schedules 
are attached, summarizing the data from 
several different angles. 

Schedule 1 shows the summary data by 
companies reported, number of reports, 
number of entries and numbers of em- 
ployees by size groups according to the 
number of employees reported. From 
this schedule, it will be seen that there is 
adequate representation of companies of 
all sizes as measured by the number em- 
ployed. While there are a considerable 
number of reports from small companies, 
it should be understood that the average 
small employer doing a small business is 
not reflected in our membership. There 
are companies represented which do a 
large business, measured by other stand- 
ards, but which have relatively few em- 
ployees. Banks are illustrative of this 
class. 

Schedule 2 gives statistical information 
as to the relative number of employees 
for each size group paid under the four 
common payroll periods, i.e, Weekly, 
Bi-Weekly, Semimonthly and Monthly. 

Schedule 3 gives statistical information 
as to the relative number of employers for 
each size group according to the methods 
of payment, viz., those paid on or before 
the last day of the pay period, those paid 
in arrears where there is a single pay day 
for all employees for a given pay period, 
and those paid in arrears where the pay- 
ments to employees for a given pay period 
are scattered over several pay days. In 
subsequent schedules, the term ‘‘multiple 
pay days” is used in referring to the lat- 
ter. 

Schedule 4 gives statistical information 
as to the relative number of employees 
for all groups, covering pay days in rela- 
tion to pay periods. 

The succeeding schedules show the 
preferences for reporting. Under the 
questionnaire, employers were asked to 
choose from three methods of reporting: 
(A) Actually Paid, (B) Earned, and (C) 
Completed Pay Periods. 

Schedule 5 shows the preferences for 
reporting by size groups; Schedule 6 








643 


shows the preferences for reporting, for 
all groups combined, according to pay 
periods; and Schedule.7 shows the pref- 
erences for reporting, for all groups com- 
bined, according to method of payment. 

Schedule 8 combines Schedules 6 and 
7, showing the preferences by methods of 
payment broken down by pay periods. It 
shows the number of entries and the num- 
ber of employees in each of the categories 
and percentages of each category to the 
total. 

It is the subcommittee’s opinion that 
the preferences for reporting should be 
viewed in connection with the clerical 
work involved under the different payroll 
procedures and that certain conditions 
should be given greater weight than 
others. For instance, since the end of a 
year coincides with the end of a month, 
but not usually with the end of a week, 
there are relatively more problems asso- 
ciated with weekly and bi-weekly paid 
employees than with monthly and semi- 
monthly paid employees. The conditions 
surrounding these different pay periods 
and methods of payment might be sum- 
marized as follows: 


Employees Paid Weekly or Bi-Weekly 


The earned basis is particularly burden- 
some in these cases because the pay period 
usually overlaps two reporting periods, 
thus requiring a split of the pay for the 
overlap period between the two reporting 
periods. 

If the requirement is on the actually 
paid basis, there is no particular prob- 
lem where the employees are paid on a 
single pay day, since the whole payroll 
for the last period can readily be shifted 
to the next reporting period where neces- 
sary. However, where there are multiple 
pay days, it will usually be necessary to 
separately identify the groups paid in the 
two reporting periods and split the re- 
porting accordingly. This has been obvi- 
ated in some companies in the past, by 
assuming that all employees are paid at 
the same time either on the first or the 
last pay day. 

If the requirement is on the completed 
pay period basis, there is no problem in 
connection with the reporting as the-last 
day of the pay period readily identifies 
the whole payroll to the proper report- 


ing pertod. 


Employees Paid Monthly or Semi- 
monthly 

If paid on or before last day of pay 
period, there is no accounting problem 
whether the reporting is on an actually 
paid, earned or pay period completed 
basis. The reporting is the same in all 
Cases. 

If paid in arrears on a single pay day 
or on multiple pay days, there is also no 
accounting problem. The reporting would 
be the same whether the earned basis or 
pay period completed basis is required 
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and, while the reporting would be differ- 
ent under the -actually paid basis, there is 
no problem since all payments for the last 
accounting period are shifted to the next 
reporting period. 


From the above comments it would 
appear that the completed pay period 
basis of reporting is ideal for all situa- 
tions since it fits readily into the most 
complicated cases, i.e., where there are 
multiple pay days for employees paid for 
weekly or bi-weekly pay periods, and pre- 
sents no clerical problem in the other 
situations. 

One advantage is claimed for the paid 
basis in that it permits earlier closing of 
the payroll records at the end of the year 
for reporting purposes. The time allowed 
after the end of the year for filing re- 
ports is short enough as it is, especially 
when companies must accumulate and 
consolidate data from many payroll cen- 
ter locations. However, this is not as 
real where there are multiple pay days 
for weekly or bi-weekly payments in ar- 
rears. | 

The January 15th date for the filing 
of the individual's estimated income tax 
return has resulted in some pressure from 
employees to have W-2 receipt forms dis- 
tributed to employees in time for use by 
that date. Payroll departments are work- 
ing under peak-load conditions because 
of the reporting requirements all during 
January and, if this is explained to em- 
ployees along with the fact that the Jan- 
uary 15th filing requires only an esti- 
mate subject to correction in the final 
March 15th filing, employees may be per- 
suaded to withdraw such requests. 

There can be no doubt that many of 
the preferences for the actually paid basis 
or earned basis, where payments are made 
in arrears, have been influenced by prior 
reporting and the dread of changing. 
This is accounted for by the fact that to 
switch over to the completed pay period 
basis might mean that the reporting for 
the transition year would cover wages for 
one more than the normal pay periods in 
a year. This condition was, of course, re- 
versed where employers changed over at 
the insistence of the Bureau from a com- 
ewng pay period basis to an actually paid 
asis for the year 1944. Where this 
change occurred, employers and em- 
ployees reported to the Government 
wages for one pay period less than the 
normal number of pay periods. 

Considering the preferences in light of 
the conditions applicable to the different 
pay periods and methods of reporting, 
the subcommittee concludes that very lit- 
tle weight should be given to the earned 
basis. A considerable portion of the pref- 
erences for the earned basis come from 
situations where employees are paid 
monthly or semimonthly and, under these 
situations, the selection is equivalent to 
~ completed pay period basis or the paid 
asis. 
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Disregarding the preferences for the 
earned basis, the preferences for the com- 
pleted pay period basis and the paid basis 
are about even. Very largely, the differ- 
ences are related to the established pay- 
roll practices. 


UNIFORMITY OF REPORTING Is DESIRED 


Consideration was also given to the 
comments sent in with the questionnaires. 
Extracts from some of these comments 
are appended hereto. There can be no 
doubt but that the main desire regarding 
the reporting is that there be uniformity 
between State and Federal reporting and 
that representatives of the Federal Gov- 
ernment and the State Unemployment 
and Income Tax bodies should cooperate 
to this end. The subcommittee offers its 
services in this regard. 

The next desire of the employers is that 
they be permitted to follow methods of 
reporting which have been in use and 
not be required to follow a method of 
reporting which causes additional work 
because it does not conform to their es- 
tablished payroll practices. This will make 
it unnecessary to include some qualifica- 
tions, if only one method of reporting is 
allowed, which are desirable if a change 
in the method of reporting is required. 

If the change is from the completed 
pay period basis to the paid basis, the 
provisions should be qualified so that 
where there is more than one pay day for 
a given pay period, all of the payments 
for a given pay period can be assumed to 


have been paid on the same day, prefer- 
ably the last of the regular pay days for 
the given pay period. This -will fangs of 
treating wages and tax on a uniform basis 
for all employees and, at the same time, 
will avoid the necessity of special account- 
ing for reporting purposes not required 
for ordinary purposes. 

A question has arisen in connection 
with the consideration of the paid basis, 
having to do with payments to employees 
in advance of the regular pay date. An 
advance payment on account of vacation 
is a case in point. The practical way to 
treat such payments is to consider them 
as merely a temporary advance of pay 
and report the payments as if they oc- 
curred on the normal pay day. 

If the change is from the paid basis 
to the completed pay period basis, the 
provisions should be qualified so that the 
taxable wages for the first year of the 
change would be limited to the wages 
applicable only to pay periods completed 
within the year, but with withholding to 
be reported should include the amount 
withheld from wages for the pay period 
completed during the previous year which 
were not paid until the year following 
such previous year. 

Therefore, the recommendation of the 
subcommittee will be that employers be 
given options in the matter of reporting, 
certainly until such time as the Federal 
Government and State Governments agree 
on a common basis for all Social Security 
and Income Tax reporting of wages and 
tax withholdings. 


Controller's Place in Business Is 
Subject of Institute Bulletin 


“The Place of the Controller's Office in the 
Business Organization” is the subject of Bul- 
letin No. 1 developed by Dr. Edward B. Logan, 
educational research director of The Institute, 
and Budget Secretary of Revenue of the Com- 
monwealth of Pennsylvania, for the National 
Committee on Education of the Controllers 
Institute of America. The bulletin, which has 
been mailed to all members of The Institute, 
contains a digest of articles on the subject 
which have appeared in the issues of THE 
CONTROLLER over the past decade. 

Coincident with the appearance of the bul- 
letin, a program of meetings of local Con- 
trols, to discuss this subject during the month 
of February, was recommended by Henry C. 
Perry, chairman of the National Committee on 
Education, to presidents and program chairmen 
of local Controls of The Institute, the meetings 
to be developed under the sponsorship of the 
local Control’s Committees on Education and 
to provide an opportunity for a full discus- 
sion of the subject covered in the bulletin. 

At a meeting of. the National Committee 
on Education scheduled for New York on De- 
cember 8, further developments in the edu- 
cational program of The Institute were sched- 
uled for consideration. 

Those invited to serve on the National Com- 
mittee on Education for the current year by 
President Edwin E. McConnell, include, in ad- 
dition to Mr. Perry, the chairman, and Dr. 
Logan, the educational research director, the 
following: Messrs. L. H. Van Riper, Reid 
McCrum, John Pugsley, E. S. Freeman, Ross 


G. Walker, George Maslen, Jr., W. L. Clark, 
T. L. Evans, C. O. Rainey, Glenn Smith, John 
R. Bartizal, Fred P. Slivon, R. W. Miller, 
C. K. McCracken, William M. Brown, Rolland 
F. Whisler, O. J. Gurwell, H. W. Herzog, 
Charles L. Carr, Francis Dabney, Gay Car- 
roll, E. H. Mueller, D. R. Hodges, R. O. 
Baker, D. E. Browne, A. W. Huff, Hugo 
Kuechenmeister, B. C. Moise, L. W. Field, 
R. B. Kester, J. H. MacDonald, V. C. Ross, 
J. B. Lawson, H. R. Patton, R. F. Grantz, 
Walter Vaughn, J. J. Myler, F. N. Killien, 
H. M. Ramel, W. L. Meyer, W. H. Carr, 
W. B. Gerould, F. F. Hoyt, P. E. Roper, G. H. 
Hess, Jr., B. B. Patterson, J. H. Shields, and 
George T. Welch. 


Employee College Starts 13th Year 


A unique American college, where. every 
student already has a steady job, has opened 
for its thirteenth year at Camas, Washington. 

This is the Camas Paper School, attended by 
225 employees of Crown Willamette Paper 
Co. who want to know more about paper- 
making from logging through finished prod- 
ucts. 

Faculty members are mill superintendents 
and foremen. Enrollment is voluntary and 
there are no fees. 

When workers asked for after-work classes, 
the management provided this program, which 
earns students credit toward a degree in for- 
estry, chemistry or engineering at the Uni- 
versity of Washington or Oregon State Col- 
lege. 
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— on hand: ten toes. What a 
break if all inventories were as simple 


to take as this young shaver's! 


He needn’t worry that some new de- 
velopment will make his “resources” 
obsolete, that they constitute a surplus, 
or indicate a shortage. Current value? 
No concern of his! Nor would he give 


two safety-pins for a Comptometer. 


N.W. AYER & SON 


~ 





In the adult world of industry and 
business . . . where tons of raw ma- 
terials, a million parts in process, or 
twenty floors of merchandise must be 
accounted for . . . inventory-taking is 
quite a different matter. 


There, the Comptometer becomes 
urgently required, as a fast, low-cost 


means for turning forests of items into 
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orderly figures. And more important 
now, it provides today’s Management 
with a solid platform of facts from 


which to launch tomorrow’s plans. 


The Comptometer, made only by 
Felt & Tarrant Manufacturing Com- 
pany, Chicago, is sold exclusively by 
the Comptometer Co., 1734 N. Paulina 


Street, Chicago 22, Illinois. 
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Scanning the ControllershipScene: A TigRe 








January 1, 1946 


That is the deadline in connection with the amortization of war 
emergency facilities over a period less than the original five years. 
Corporations intending to act on the presidential proclamation of 
September 29 must advise the Commissioner of Internal Revenue by 
January 1, the ninetieth day after filing of the proclamation, on 
October 3 with the Federal Register, and thereby the valid date. 


Three Termination Dates for War Statutes 


The members of the Springfield Control recently discussed 
termination dates of war statutes. Mr. Edwin H. Lyman of 
the firm of Ely-King-Kingsbury & Lyman, the speaker of 
the evening, pointed out that there are three different termi- 
nation dates of war statutes, namely: (1) those with a defi- 
nite termination date; (2) those extending for the duration 
of the war; and (3) those terminating six months after the 
cessation of hostilities. The statutes in the second class 
terminate with the signing of a formal treaty of peace ; those 
in the third class terminate on or about March 2, 1946. 


Welcoming Back the Veteran 


A worthy example of a corporation’s interest in its employees 
in the armed services was supplied by York Corporation re- 
cently in the form of a special booklet entitled “Back to York.” 
The book presented a sincere message meant for the company’s 
employees whether employed at York or in its far-flung field 
organization. With the aid of simple text and illustrations, it 
told the returning servicemen about the company’s plans for 
their return to its employ, the program of self-improvement for 
employees which has been developed, and included as well a 
concise story of the company’s contribution to the war effort. 


Tax Problems in War Loss Recoveries 


War loss recoveries as a tax problem was the subject of a recent 
bulletin by the engineering firm of Ford, Bacon and Davis of New 
York. In discussing the matter, the bulletin pointed out that “the 
recovery of a foreign property heretofore written off as a war-loss to 
get a tax benefit may cause a serious tax rebound for some com- 
panies. The recovery will have to be taken into gross income. In 
most cases the loss was deducted from income at depreciated plant 
cost. Now, however, the write-back for recovery must be based on 
fair market value. In other words, a different figure goes back on 
the books and, no doubt, it will go back at a different tax rate. 

“The treatment of a recovery depends on whether or not the war- 
loss yielded a tax benefit to the company at the time,” the firm points 
out. “If there was a tax benefit, the amount of the recovery value, 
up to the extent of the war-loss, is treated as gross income. Any re- 
covery value beyond this is considered to be an involuntary conver- 
sion gain which is taxable unless used forthwith to meet today’s 
higher cost of replacing the property.” 

The bulletin also discusses the basis of recovery value, the prob- 
lem of over-evaluation, the appraisal and rehabilitation data which 
are needed, and other factors including the role of the engineer- 
appraiser in connection with the fixing of fair market values. 


Pro and Con on Installment Curbs 


At approximately the same time that the Retail Credit In- 
stitute of America, representing retail merchants in forty- 
four states, appealed for immediate termination of consumer 
credit restrictions to curb installment buying, it was reported 
from Washington that the Federal Reserve Board is study- 
ing the desirability of retaining for indefinite postwar use, 
the controls over installment purchases which it developed 
during the war, in behalf of economic stabilization. In ad- 


dition, the Board was reported to be exploring the possibility 
of imposing new credit controls particularly over real estate 
loans. 





Free Enterprise Has Another Proponent 

Defenders of free enterprise spring up in unexpected quar- 
ters these days. At the Labor-Management conference in Wash- 
ington “one of the best speeches on free enterprise,” as it was 
termed by one observer, was delivered by John L. Lewis, head 
of the United Mine Workers. Opposing a CIO proposition, 
Mr. Lewis said that the: American system of free enterprise 
means “increased efficiency and low prices,’ and added: “That 
is why our cost of production is lower than in any country in 
the world.” In conclusion, he stated: “We ae for free enter- 
prise. We are opposed to a corporate state.” 


File Returns and Avoid Future Penalty 


As a result of a recent decision by the United States Tax Court, 
the opinion has been expressed in tax circles that corporations should 
file excess profits tax returns in order to avoid possible future pen- 
alty through disallowance of items in the regular normal and sur- 
tax return. 


Tax Accounting Critique Issued By SEC 

After giving “extensive consideration” to the views of pro- 
fessional organizations, accountants, registrants and others, 
the Securities and Exchange Commission on November 14 
handed down a thirty-four page opinion giving its conclu- 
sions regarding so-called “charges in lieu of income taxes” 
and “provisions for Income Taxes” in profit and loss state- 
ments. The Commission asserted that “the proper function 
of income statements representing the results of operations 
is to present an accurate historical record ... . that the 
amounts shown should be in accordance with the historical 
facts and should not be altered to reflect amounts that the 
draftsman considers to be ‘normal’ or likely to recur in fu- 
ture years.” 


PR 32-A Expected to Control Inventories 

Corporate officers were awaiting, at this writing, the issuance 
of Priority Regulation 32-A by the Civilian Production Admin- 
istration, which, it was reported, was being designed to assure 
more equitable distribution of scarce merchandise to both whole- 
salers and retailers. It would apply both to wholesalers and the 
distribution oe of manufacturers. Manufacturers’ in- 
ventories are already covered by PR 32. PR 32-A would aim to 
curtail pre-emptive buying, over-ordering, inventory hoarding 
and similar practices which have become evident and which 
have added to inventory problems in general. A short article re- 
garding this problem, together with recommendations of the 
Postwar Controllership Problems Committee of the Controllers 
Institute, appears on another page of this issue. 


Inventory Adjustments Are Being Watched 


Joseph D. Nunan, Jr., Commissioner of Internal Revenue, reports 
that in anticipation of numerous requests for adjustments in in- 
ventory values, on account of the ending of the war, by manufac- 
turers and dealers in goods adaptable to war needs, and the reduc- 
tions in inventory values below cost for other reasons with the view 
of securing the benefit of any decrease in income and excess profits 
tax rates for 1946, that the Bureau of Internal Revenue will care- 
fully scrutinize any claims for reduction of inventory values and that 
revenue agents have been instructed to make careful investigation of 
all inventory adjustments. 

Commissioner Nunan stated that due to the shortage in civilian 
goods and the exceedingly strong demand for such goods, no an- 
ticipated losses will be allowed through reduction of inventory 
values on goods suitable for conversion to civilian uses. He again 
called attention to the fact that no excess payment for goods pur- 
chased at prices above the ceiling prices fixed by the Office of Price 
Administration will be allowed either as cost of goods sold or as 
an item of expense deductible from gross income. 
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Review and Preview of CurrentTrends 


| 


| 











Thanks 8 Million! 


The Bureau of the Budget chose Thanksgiving Day, 1945, 
to announce that more than 700 government questionnaires, 
involving approximately 3 million returns annually by busi- 
ness establishments, had been discontinued within the three 
months after V-J day. Those figures do not include another 
20 forms, representing the filing of nearly 66 million returns 
in connection with the rationing program, which have also 
been discontinued. 

Noting the day on which this announcement was made, 
controllers and financial officers joined “The Bard” in say- 
ing: “For this relief, much thanks.” 


Caution Urged on New Statistical Program 


A program calling for "a strengthening of its statistical facilt- 
ties to enable it to discharge its statutory responsibilities during 
the period of reconversion and postwar adjustment” is now 
under way in the Department of Commerce, according to a re- 
cent release by J]. C. Capt, director of the Bureau of Census. 
To meet the most urgent needs of business and the public gen- 
erally, he reports, the Census Bureau has developed a program 
of comprehensive censuses and coordinated current reports, cen- 
tering on manufacturing, distribution (including wholesale and 
retail and service trades) and population, with reference to in- 
dividuals as consumers and members of the labor force. 

For corporations, this implies more questionnaires, but if they 
are carefully checked in advance so as to avoid duplication of 
existing inquiries and unnecessary length, the burden may well 
be offset by the benefits obtainable from sound and current sta- 
tistics covering the business economy. 


Costs Up—Prices Down! 


Put costs up and hold prices down—that, in essence, is our new 
economic policy, as it is interpreted in a recent issue of the “Business 
Bulletin” of the Cleveland Trust Company. Because costs of pro- 
duction determine prices, the publication declares, the policy cannot 
succeed because it faces “three nearly insuperable objectives.” First, 
the volume of earnings retainable by the company for expansion and 
improvement would be greatly restricted. Second, venture capital 
would be discouraged from entering productive channels. And finally, 
competition would be stifled if management lost the incentive of in- 
creased profits in its drive to increase sales volume and cut produc- 
tion costs. 

“There just isn’t any way,’ says the ‘Business Bulletin,’ “to put 
costs up and to hold prices down and to be prosperous while doing 
those two things.” 


“Moving Picture, Not Still Life” Reports 

A recent poll, by “Trusts and Estates” magazine, of pro- 
fessional and institutional investors, revealed that they were 
most interested in the corporate story as told in comparative 
facts and figures over a period of years so as to give a “mov- 
ing picture, not a still life photograph” of a company’s op- 
erations. To satisfy the requirements of this group, “Trusts 
and Estates” pointed out, it would be necessary to present a 
detailed consolidated income account and balance sheet for 
the year under review and a comparison with the preceding 
year, supplemented by at least a streamlined income account 
and balance sheet in tabular form for an extended period. 
And to indicate peacetime as well as war operations, such 
tabulation should be for at least ten years. A review of 300 
leading companies’ report for 1944, the publication stated, 
showed only a relatively few industrial concerns that gave a 
detailed statement of the income account and balance sheet 
for an extended period, to include prewar years. 


Renegotiation Appeals Heard by Tax Court 


The first cases in which corporate taxpayers are appealing against 
renegotiation decisions of the War Price Adjustment Board were 
scheduled to open in New York on December 10, it was disclosed 
late in November by Judge Bolon B. Turner, presiding justice of the 
Tax Court of the United States in which the trials will take place. The 
Tax Court, it was explained, has final jurisdiction in the appeals of 
war suppliers who are subject to determination of excessive war profits 
by the WPAB. Judge Turner also stated that in addition to some 
300 renegotiation cases on its dockets, the Tax Court has been re- 
ceiving excess profits tax cases “in substantial numbers.” 


Labor Savings in Industry Surveyed 

The average employed worker in the United States produced 
approximately two thirds more in 1939 than in 1899, according 
to a new study published by the National Bureau of Economic 
Research, which concludes that within those forty years the 
total product of the American economy increased approximately 
200 per cent., while the number of workers increased 75 per 
cent. 

Some of the increase in productivity since the beginning of 
the century, according to the report, which is entitled “Labor 
Savings in American Industry,” led to more leisure since hours 
of work per week dropped about 20 per cent. Most of the in- 
crease bore fruit in enhanced quality and greater quantity of 
goods. Per capita, commodities and services available for con- 
sumption rose two-thirds between 1899 and 1939. 


One-Fourth of Veterans Have Re-employment Rights 

Of some 10 million war veterans who will be re-absorbed in 
civilian life, about 25 per cent. have statutory re-employment rights 
and most of the others are students who had no regular jobs before 
entering service. Those figures were presented at a recent meeting 
of the Philadelphia Control by Mr. Louis B. F. Raycroft, manager 
of Public and Industrial Relations for the Electric Storage Battery 
Company, who is at present serving as coordinator of the Veterans 
Personnel Division in the Philadelphia area. 


Investment per Job Is Studied 

With veterans and many other individuals interested in 
launching new businesses, the Chamber of Commerce of the 
United States has developed a booklet indicating the need of 
continuous investment if we are to provide adequate volume 
of jobs. It is of considerable importance, points out Dr. 
Emerson P. Schmidt, director of the Economic Research De- 
partment of the Chamber, that those launching new busi- 
nesses know the investment necessary. The booklet, “Invest- 
ment Per Job: The Case of Gastonia, North Carolina,” is 
based on a study jointly sponsored by the Chamber of Com- 
merce of that city and the national organization. Copies of 
the booklet are available at five cents each from the Chamber, 
with a ten per cent. discount for orders in excess of $1.00. 


Are Cash Discounts on Way Out? 


The cash discount is losing favor gradually but noticeably, 
it is indicated in a recent query on the subject by the National 
Industrial Conference Board, which noted a reduction in the 
size of the allowable discount and in a number of instances, com- 
plete elimination. It is also pointed out that manufacturers 
contemplating discount reductions or eliminations bear in mind 
that changes may have to be delayed awaiting permission of the 
Office of Price Administration, or the dissolution of that agency. 
The Conference Board study found that most of the companies 
on a no-discount or low discount basis are basic raw material or 
capital goods producers who sell largely to other industrial 
companies. Cash discounts occur more frequently, and at higher 
rates, where manufacturers are selling consumer goods to re- 
tailers and distributors. P. H. 
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Computing Withholdings on 
Monthly Payments 


The following formula for computation of 
amounts to be withheld for income tax on 
monthly payments has been summarized from 
the Revenue Act of 1945 by John A. Wil- 
liams, assistant controller of Niagara Hudson 
Power Corporation, Syracuse, New York, who 
has also granted permission to the editors of 
“The Controller’ for its reproduction. Regard- 
ing the formula, Mr. Williams writes: 


“We expect to use the table incorporated in 
the law for computation of tax deductions on. 
weekly payments, because the table is con- 
structed by dollars up to $60.00 and there 
would be no advantage in making the actual 
computation where a table is available with 
such narrow limits. 

“The table in the law for monthly payments, 
however, has much broader limits and the use 
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of the table for computation of income tax 
deductions on amounts over $300.00 per month 
would result in considerable over and under 
withholding during the course of a year. The 
exact computation method is therefor used 
for these computations. 

“Tables similar to the one included in this 
formula can, of course, be easily constructed 
for weekly payments, semi-monthly payments, 
and so on, if desired.” 


Mr. Williams’ formula follows: 

A—If monthly salary is less than amount 
shown in column 3 on the applicable line in 
the table below, the amount to be withheld is: 

17% of excess of salary over amount shown 

on applicable line in column 2. 

B—If monthly salary is more than amount 
shown in column 3 on the applicable line in 
the table below, the amount to be withheld is: 


Amount of $31.28, plus 19% of excess of 
salary over amount shown on applicable 
line in column 3. 


“Controller's” Articles Reprinted 


A digest of the article “New Era in Stock- 
holder Relations’ by Weston Smith, which ap- 
peared in the August, 1945, issue of THE 
CONTROLLER, was featured in the October, 
1945, issue of “The Management Review,” 
which also carries a digest of “The Control- 
ler’s Interest in Insurance Protection’ which 
appeared in the August issue of THE Con- 
TROLLER as the report of an address by J. L. 
Eppler, before the Toledo Control of The 
Institute, earlier this year. 


Production Curbs Feared 


Artificial limitations and _ restrictions on 
production are causing more fear among busi- 
ness men than wage demands, declares Henry 
H. Heimann, Executive Manager of the Na- 
tional Association of Credit Men. Many busi- 
ness men would be willing to attempt to meet 
the wage demands, he asserts, if they felt the 
removal of these limitations and _ restrictions 
would bring forth a higher production. ‘In 
that event,’ he says, “it would not affect the 
unit cost of goods produced and the benefit of 
higher production per man could be reflected 
through higher wages.” 
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TABLE 
1 2 
Number Amount Max. Amount 
Withholding Withholding Subject to 
Exemptions Exemptions 17% Rate 
0 0 $184 
1 $46 230 
2 92 276 
3 138 322 
4 184 368 
5 230 414 
6 276 460 
i) 322 506 
8 368 S52 
9 414 598 
10 460 644 
EXAMPLES 


1. Employee A is married, has three de- 
pendents and claims the exemption for his 
wife, which gives him five withholding exemp- 
tions. His monthly salary is $400.00. His 
monthly payroll deduction is $28.90, computed 
as follows: 

Salary is less than amount shown on line 5 

in column 3, so formula “A” is used: 

17% of $170 ($400 — $230) $28.90 


2. Employee B is single with no dependents 
so he has one withholding exemption. His 
monthly salary is $275.00. His monthly pay- 
roll deduction is $39.83, computed as follows: 

Salary is more than amount shown on line 1 

in column 3, so formula ‘B’”’ is used: 





Amount $31.28 
Plus 19% of $45 ($275 — $230) 8.55 
$39.83 


“Refresher” for Accountants 


Carrying the sub-title “A Refresher Course 
for Public Accountants,” a loose-leaf book 
has been published by the American Institute 
of Accountants with the title ‘Contemporary 
Accounting.”” As its sub-title indicates, it is 
aimed primarily at the interests of public 
accountants and is intended to bring them 
abreast of developments during the war years, 
particularly those accountants who participated 
actively in the war. For that reason, primary 
emphasis in the words of Thomas W. Leland, 
editor of the volume, “is placed on new pro- 
fessional and technical problems since 1940.” 

This symposium of the views and opinions 
of thirty different authors includes five major 
sections: Accounting Principles, Auditing Pro- 
cedure, Federal Taxation, Government Rela- 
tions with Business, as well as Accounting 
Systems and other subjects. In the latter sec- 
tion, there is reprinted, from the December, 
1944, issue of THE CONTROLLER, the article 
by A. Jj. Fournier on “A Mechanized Many 
Purpose Payroll Plans That Works,” together 
with five reproductions of charts which accom- 
panied the original article when it was first 
published in THE CONTROLLER. 

The volume is available at $10 per copy 
from the American Institute of Accountants, 
13 East 41st Street, New York 17, N. Y. Spe- 
cial rates are available for quantity orders and 
for servicemen desiring copies. 


Railroads Will Spend Billions on 
Equipment 


American railroads will spend more than a 
billion dollars a year for several years to 
come in buying new locomotives, passenger 
and freight cars and other equipment to meet 
postwar demands for modernized, streamlined 
transportation. This will mean much in reach- 
ing the nation’s postwar goals for full produc- 
tion and full employment. 
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Two Electives for Treating War Loss 
Recoveries Asked 


Elective methods of tax treatment of for- 
eign property losses, which were written off 
during the war, but which may now be re- 
covered by American owners, were advocated 
recently by the National Foreign Trade Coun- 
cil, which in a study released by the chair- 
man of its tax committee, Felix Dayton of 
the International General Electric Co., pro- 
posed that taxpayers be given a choice be- 
tween two methods for treating war loss re- 
coveries, because under existing law “the re- 
covery .... may be subject to a higher or 
lower rate of tax than the effective rate which 
governed the tax-saving produced by the 
loss.” 

The choices available to taxpayers under 
the committee’s proposals would be: 

(1) A method based on the present statute, 
which reflects the theory that the allowable 


loss is a completed and closed transaction and 
the recovery an independent item of income to 
be taxed in the year of recovery. 

(2) An alternative method under which 
net income for the year of loss would be 
recomputed with the allowance of war losses 
only to the extent that they are not offset by 
related recoveries. 

Justification for the proposed elective 
method, according to the committee, “is that 
it gives a choice between two basic approaches 
to the taxation of recoveries, either of which 
is defensible in theory.” 

The committee’s study also listed the fol- 
lowing criticisms of the existing law: 

“Losses and recoveries are measured by in- 
consistent standards. 

“The present provisions may be _inter- 
preted to reduce the taxpayers’ earnings and 
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provisions for fiscal years ending in 1946; imme- 
diate benefits possible under the Tax Adjustment 
Act of 1945, and steps to obtain them; time and 
manner of inclusion, for tax purposes, of income 
from terminated war contracts; proper treatment 
of reconversion costs and expenses. 


READY SOON— 


HE financial officer’s answer to the help required on this year’s 
pba tax problems. Everything in one place for quick ref- 
erence and easy application: 
experience-founded counsel on what to watch for, 


ORDER NOW 


changes in the law; developments in its 


Standard since 1917 with tax specialists and corporation executives, 
s FEDERAL TAXES ON CORPORATIONS continues 
as a unique pre senieiion, nowhere else paralleled or duplicated. 
Practically without exception, corporations face, on 1945-46 taxes, 
problems of unusual difficulty, calling for many critical decisions. Items 
of typical special concern include effects of the Revenue Act of 1945, 
which terminates the excess profits tax and makes necessary certain 


To guide and check your handling of particular 
situations, you have in Montgomery’s manual! 
the advice and recommendations of an organiza- 
tion of accountants who have handled taxes 


for hundreds of corporations. 
$15.00 


Order your 1945-46 issue now. 2 Vols., 





you should have 


MONTGOMERY'S 
Federal Taxes on ESTATES, 


Covers as in previous issues the ap- 


plication of the federal estate tax, gift by tax accountants, trust officers, at- 
tax, and those features of income tax torneys and all who administer or own 
peculiar to decedents, estates and property. New 1945-46 manual in prep- 
trusts. Special emphasis on intelligent aration, bringing up-to-date develop- 
estate planning. ments in the law and its opera- 

Since 1917 the counsel of Mont- tion. Order your new issue now. $7.50 


retary of the Treasury). 
in tax work, and 
ing operations, there come 
tions involving the 
this transaction give rise 
income?” The soundness of 
cedure adopted may well 





15 East 26th Street 





TRUSTS and GIFTS 1945-46 


gomery’s tax books has.been relied on 


TAXABLE INCOME — A Complete, Up-to-Date Study 


By Roswell Magill (Former Under Sec- 
Continually 
in related account- 
up situa- 
question, “Does of the 
to taxable 


turn on a 


The Ronald Press Company, Publishers 


ESTABLISHED 1900 








REVISED 
EDITION 
knowledge of what the courts have 
held in the cases that have come be- 
fore them. For guidance in these situa- 
tions, here is a comprehensive analysis 
reasoning the federal courts 
and Congre ss have followed through the 
pro- years in determining what is 

taxable income. $6.00 


New York 10, N.Y. 








profits by allowable war losses, even though 
not claimed or allowed and even though the 
recovery demonstrates that the loss did not in 
reality take place. 

“The present provisions may reduce the 
future basis of recovered property to fair 
market value, even in cases where no loss 
was claimed or allowed. 

“The present statute contains no provisions 
governing the difficult and important problem 
of determining the time when recoveries shall 
be deemed to take place.” 


* * * 


Defining inflation in two-cent words was 
the job undertaken by Frank Gervasi in a 
recent issue of Collier’s. He said, “When 
there’s plenty of money in people’s pockets 
and/or in bank accounts, and the stuff that 
money buys is scarce, prices (i.e., the cost of 
living) go up. Inflation, in other words, re- 
sults from a distortion of supply and de- 
mand, and unless the supply of goods is in- 
creased proportionately to demand, some- 
thing always gives. Always it’s prices.” 
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Expanded Foreign Trade 
Urged for U. S. A. 


Calling upon America to expand her for- 
eign trade in the years of world reconstruc- 
tion that lie ahead, Stuart Chase in a special pr 
report to the Twentieth Century Fund warns 
that the only way we can increase our exports 
is to accept imports in return. The noted 
writer on economic subjects in analyzing To- 
morrow’s Trade says: “The big question will 
not be: Who wants our goods? but, Where 
will foreigners get the dollars to pay for our 
goods? Trade ... . is a two-way street. If a 
nation wants to sell, it must also buy—unless 
traders are to be replaced by Santa Claus.” 

As an example of what happens when we 
ignore this principle, Chase analyzes our ex- 
perience with foreign trade and foreign loans 
from 1914 to 1933. He estimates that in that 
time the total owed to us for goods and serv- 
ices sent abroad was $101 billion, while the 
total we owed for goods and services received 
from abroad was $75 billion. 

“The net result of this twenty years of for- 
eign commerce,” he concludes, ‘‘was_ that 
America gave the world $26 billion more use- 
ful ‘stuff’ than was returned to her..... 
The ratio runs about four to three. That is not 
a very healthy ratio. For a businessman it 
would mean sales of $75 against costs of $100. 
How long would he last?” 





Jobs Result from Industry Research 


Illustrating how American industry utilizes 
scientific research to develop greater produc- 
tivity and greater employment, is the fact that 
out of 62,000 employees of the duPont Co. 
today, 32,000 are producing materials which 
did not exist as late as 1928 or were sub- 
stantially new at that time. 

About 15,000 of the company’s workers— 
almost a quarter of the total—owe their jobs 
today to products entirely new since 1930, a 
proof that “money, as well as men, makes jobs.” 





Vote for New Models in Poll of Employees 


e Indicating faith in industry's application of 

hen the USLVLESS octor war research to development of ever better 

products, 95.8 per cent. of employees of 

h d e e bby, 3 tm and Machinery Corp., 

Buffalo, New York, said in a poll that they 

ma éS a LagNOStS . is would ‘“‘wait for new models” in cars, radios, 
and other products. 

More than 49 per cent. said they would 
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symptom of corporate anemia, and poor to make sound decisions promptly, 


circulation of information indicative of saving undue worry and time. For e 
business ill health ...So many manage- _ full information, call the nearest office. PENSION PLANNING COMPANY 
Actuarial Consultants 


THE McBEE COMPANY MEYER M. GOLDSTEIN, C. L. U. 


Director 
SOLE MANUFACTURERS OF KEYSORT ae 7 527 Fifth Avenue, New York 17 
295 Madison Avenue, New York 17, N.Y... Offices in principal cities 
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WHEREVER YOU GO YOU SEE 
BURROUGHS MACHINES 
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The First National Bank, Chicago—like thousands of other banks throughout 
the nation— speeds checking account posting with Burroughs machines. 


Step by step, for more than fifty years, Burroughs machines 
have developed with the needs of business and industry. 
y | Ae ' Bookkeeping, accounting, calculating, statistical, cash handling 
| yA and other types of machines have come from Burroughs 
B r 4 h as specialized business needs have developed through the years. 
UuU roug “ Today Burroughs’ wide range of machines is serving practically 
f every known need of modern business for time-saving figuring and 
IN MACHINES 


IN COUNSEL 
IN SERVICE 


accounting machines—and matching each need with the specific 
type of machine to do the required work efficiently. That's one 
big reason why you see Burroughs machines wherever you go. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES e NATIONWIDE MAINTENANCE SERVICE e BUSINESS MACHINE SUPPLIES 











...the replacing of your pre-war 
equipment with the calculator 
so fully automatic, that all mental 
and physical effort has been 
eliminated from its operation. . 





FRIDEN Fully Automatic Calculators 


...should be ordered now, so telephone or write your local 
Friden Representative for a demonstration on your own prob- 
lems. Learn that with the modern Friden, the Calculator, 
not the operator...does the work. 

Friden Mechanical and Instructional Service is avail- 


able in approximately 250 Company Controlled Sales 
Agencies throughout the United States and Canada. 





FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIFORNIA, U.S.A. * SALES AND SERVICE THROUCHOUT THE WORLD 
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Positions Wanted 











Assistant Controller—Assistant Treasurer 


Twelve years in accounting and other con- 
troller-treasurer functions. Designed original 
standard cost system for manufacturer with 
sales over $30,000,000. Later became tax man 
for same company. Assisted controller-treasurer 
in annual and five year expense and permanent 
property budgets and cash forecasts in company 
with sales over $100,000,000. Designed man- 
agement control charts and reports. Managed 
executive office of 125 people. Four years pub- 
lic accounting experience. Graduate of Harvard 
Business School. Age 35. Now employed in 
New York as assistant vice to vice president 
and controller. Address: Box 551, ‘““The Con- 
troller,” One East Forty-Second Street, New 
York 17,° Ney. 


Comptroller—Executive Accountant 


Institute member desires permanent, re- 
sponsible position as Comptroller-Executive 
Accountant. Twenty years’ experience in 
public accounting and controllership. For 
the past two and one-half years in charge of 
termination accounting with a large unit of 
one of the technical services. Several thou- 
sand terminations requiring approximately 
sixty accountants have been consummated 
without resort to formula settlements. Can 
be available on reasonable notice. Location, 
Middle West. Salary to be negotiated. Ad- 
dress, Box 548, ‘““The Controller,’ One East 
Forty-Second Street, New York 17, N. Y. 


Treasurer, Controller or Chief Accountant 

Have had 20 years’ experience in all 
branches of industrial accounting and taxes, 
college trained, age 41, moderate salary. Ad- 
dress: Box 545, “The Controller,’ One East 
Forty-Second Street, New York 17, N. Y. 


Controller or Assistant to President 


Institute member. A resourceful and con- 
scientious executive, qualified by ability and 
eighteen years of experience to plan, direct 
and execute seinonstaiibiies. Heavy experi- 
ence in accounting systems and procedures, 
cost, budget, finances, credits, taxes, reorgani- 
zations, management and personnel organiza- 
tion. College graduate. Minimum salary $10,- 
000. Address Box Number 541, ‘The Con- 
troller,” One East Forty-Second Street, New 
York 17, N. Y: 


Controller, Treasurer or Assistant to Senior 
Executive 

Twenty years of sound diversified experi- 
ence in finance, accounting, management. In- 
stalled budget, cost and general accounting 
systems. Knowledge of standard costs, taxes. 
Economic minded. Proven administrative abil- 
ity. Desire heavy responsibilities. Age 41. Ad- 
dress Box Number 526, “The Controller,” 
a Forty-Second Street, New York 17, 








WAR CONTRACTORS 
Renegotiation & Terminations 
By Competent Business Consultants—Experi- 


enced in Renegotiation and Termination Pro- 
ceedings While in Government Service. 





FAIR, FAST AND FINAL SETTLEMENTS 


This Will Relieve You of All Burden of Prep- 
aration Necessary for Satisfactory Conclusion. 


| H. M. VANDERVOORT 
| ASSOCIATES 
| Raymond Commerce Building, Newark 2, N. J. 





Phone Market 2-0656 
Out-of-Town Inquiries Invited 
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Job production costs had 
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In these days, practically everybody 
is saying “‘Let’s watch those fluctu- 
ating costs!” 

But HOW can you “‘watch” them 
—unless up-to-date data is con- 
stantly available in convenient form? 

Suiting action to a need that faces 
most business today, the Superior 
Foundry Company of Cleveland 
called in a Remington Rand Sys- 
tems Technician. A survey of their 
requirements followed. They  in- 
stalled a Kardex Visible System of 
Cost Control. 

This move centralized all desired 
cost information on thousands of 
items in one compact record. It 
made the records simpler. They are 





@ To control costs and price for profit, con- 
sider the experience of the Superior Foundry. 
Graph-A-Matic charting signals tell in a 
glance where they stand and what to do. 


easier to maintain, with less clerical 
work. Most important, they con- 
tribute directly to real control of 
costs. 

Remington Rand Graph-A-Matic 


marginal signalling reveals in chart- ° 


like form the percentage above or 
below standard of all current pro- 
duction runs. Salient facts are sum- 
marized in a glance—a graphic “‘pic- 
ture” promptly calling attention to 
matters needing correction. 


the JUmPs 
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Superior’s accumulated experience 
reveals itself at the flip of the finger, 
makes costs much easier to analyze, 
to define and to reduce. Prices can be 
confirmed or modified quickly and 
accurately, and production organ- 
ized for maximum efficiency. 
WANT MORE FACTS? “Cost An- 
alysis for Profit Control” is a valu- 
able survey that we will gladly lend 
you from our Research Data File. 
Ask our nearest Branch Office. 








315 Fourth Avenu 


COPYRIGH 


SYSTEMS DIVISION 


REMINGTON RAND 








e, New York 10, N. Y. 


» REMINGTON RAND INC. 
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Personal Notes About Controllers 








Mr. C. E. Jarchow, vice-president and comp- 
troller of the International Harvester Com- 
pany, Chicago, spoke before the St. Louis 
Chapter of the National Association of Cost 
Accountants, on November 13, on the subject 
“The Factory Accountant's Place In Manage- 
ment.” Mr. Jarchow is a vice-president and 
a member of the national board of directors 
of The Institute. 


Mr. E. J. Gessner recently accepted the posi- 
tion of controller of Firth-Sterling Steel Com- 
pany, McKeesport, Pennsylvania. A member of 
the Controllers Institute of America, Mr. Gess- 
ner was previously connected with the Sperry 
Gyroscope Company Inc., the post of assistant 
to treasurer. He was the author of an article 
on “Techniques in Modern Managerial Con- 
trol’’ which was published in the April, 1945, 
issue of “The Controller.” 


Mr. Gilbert Peters, a member of the Con- 
trollers Institute of America, has been made 
treasurer of The Kaydon Engineering Corpo- 
ration, Muskegon, Michigan. Mr. Peters pre- 
viously held the post of assistant secretary- 
treasurer in the company. 


Mr. Herbert T. Hansford was recently pro- 
moted to the position of assistant controller of 
International Business Machines Corporation. 
A member of the Controllers Institute of Amer- 
ica, Mr. Hansford had previously served as 
general auditor of the corporation. He was 
succeeded in that post by Mr. Bernard Wiegard, 
another member of The Institute, who pre- 
viously served as chief accountant. 

Mr. Hansford joined the form in 1929 and 
was active in cost accounting and general 
accounting prior to being named assistant 
manager and, later, manager of the general ac- 
counting department, before becoming general 
auditor. 

Mr. Weigard, associated with the company 
since 1928, has served in the accounts receiv- 
able department and subsequently was active 
for twelve years in the general accounting de- 
partment before being named chief accountant 
in 1943. He is a certified public accountant 
(New York) and an associate member of the 
New York State Society of Certified Public 
Accountants. 


Mr. Leith V. Watkins, secretary-comptroller, 
Panhandle Eastern Pipe Line Company, Chi- 
cago, Illinois, was elected vice-chairman of 
the accounting section of the American Gas 
Association at the annual meeting of the As- 
sociation in New York on October 25. A mem- 
ber of the Controllers Institute of America, 
Mr. Watkins succeeds a fellow member, Mr. 
Clarence E. Packman, controller of Middle 
West Service Company, Chicago, who served 
during the past year as chairman of the 
A. G. A.’s accounting section, which has juris- 
diction over all matters relating to account- 
ing and record keeping in the gas industry. 


Mr. Frank Cross, ex-farm boy who became 
secretary and treasurer of Sun Oil Company 
within six years after he began work as a $25 
a week bookkeeper in 1898, celebrated his 
75th birthday on October 24. Due recogni- 
tion was given Mr. Cross by the fellow officers 
of his firm. 


T/4 Gordon A. O’Brien, a member of the 
Controllers Institute of America, is now at- 
tached to the Eastern Regional Office of the 
Army Signal Corps in the Audit Division. Be- 


fore entering the service, he was auditor, 
Worcester Telegram Publishing Company, 
Inc., of Worcester, Massachusetts. 


Mr. Edwin F. Chinlund has been named 
vice-president and treasurer of R. H. Macy and 
Company, Inc., New York, following a re- 
alignment of administrative functions of the 
firm’s officers. Mr. Chinlund succeeds Mr. 
Beardsley Ruml as treasurer, Mr. Ruml being 
named chairman of the board. A member of 
the Controllers Institute of America since De- 
cember, 1931, and holder of its certificate num- 
ber 19, Mr. Chinlund served The Institute as 
director for three consecutive years—1934-35, 
1935-36 and 1936-37, during which time Mr. 
Chinlund was with the International Telephone 
and Telegraph Company. 


Mr. Harold C. Stott, a past president of the 
Philadelphia Control of The Institute, who 
was formerly with Sun Oil Company, Phila- 
delphia, became associated with Elliott-Lewis 
Electrical. Company, Inc., of Philadelphia, on 
June 1, 1945 and on October 1, 1945 was 
elected president of the company. Prior to 
his affiliation with Sun Oil Company, Mr. 
Stott was connected with the Presbyterian 
Church in the United States of America, as 
Treasurer of the Board of Pensions. 


Mr. John H. MacDonald, vice-president of 
the National Broadcasting Company, New 
York, was one of the speakers at the Novem- 
ber 13 “Office Management Conference” of the 
American Management Association in New 
York. Mr. MacDonald is a past national vice- 
president of the Controllers Institute of Amer- 
ica and served for some years as chairman of 
its National Committee on Education. 


Mr. Glenn P. Smith, one of the group of 
founding members of the Controllers Institute 
of America, recently severed his connection 
with Tennessee Valley Authority and is now 
serving as controller of United Hosiery Mills 
Corporation, Chattanooga, Tennessee. Mr. 
Smith was one of the charter members of The 
Institute, and served as president of the Chat- 
tanooga Control of The Institute, which he 
helped organize. 


Mr. Morris B. Chesney is now affiliated 
with Sylvania Electric Products ‘Company in 
the post of assistant to the vice-president and 
controller, in New York. A member of the 
Controllers Institute of America since August 
1941, Mr. Chesney previously served as con- 
troller of Republic Aviation Corporation, 
Farmingdale, New York. 





+ Amortization of Emergency Facili- 
ties Subject at Special Luncheon 


A special luncheon of the New York 
City Control was held at the Hotel 
Shelton on November 28 for a dis- 
cussion of “Amortization of Emergency 
Facilities with Special Reference to the 
Termination of the Emergency Pe- 
| riod.” Mr. Fred S. Martin, chief of the 
| Coordinating and Advisory Section of 
the Practice and Procedure Division, 
Bureau of Internal Revenue, discussed 
the subject and answered a number of 
questions submitted by those in attend- 
ance, 














Mr. Mark Dunnell, a member of the Con- 
trollers Institute of America, has been named 
treasurer of Bigelow-Sanford Carpet Com- 
pany, New York, effective December 31st. He 
succeeds Mr. Frank H. Deknatel, who will 
retire at that time. Mr. Dunnell has been with 
the company since 1930, serving most recently 
as comptroller. At the same time, it was an- 
nounced that Mr. John O. Blomquist has been 
appointed assistant comptroller. 


The November issue of “National Audit- 
gram” carries an article by Arthur R. Burbett, 
Controller of First National Bank of Balti- 
more, and a member of the Controllers Insti- 
tute of America on “Service Charges—Present 
and Future.” 


H. A. Ross, a member of The Institute who 
is connected with the Frederick Share Corpora- 
tion, Contracting Engineers with offices in 
New York City, is in Carupano, Venezuela, 
where his company is building a port installa- 
tion for the Government of Venezuela, con- 
sisting of a breakwater, pier, warehouses, ad- 
ministration buildings, and the like. He writes 
that there is about eighteen months’ work “if 
we have no more revolutions.” He adds that 
the revolution on October 18 did not hurt 
them to any extent, but remarks that it will, of 
course, take a little time for the country to 
get back to normal. His letter to the head- 
quarters of the Controllers Institute of Amer- 
ica was dated November 6. 


At a recent meeting of the board of directors 
of Grosset & Dunlap, New York publishers, 
Emil F. Staral, controller, was elected secretary 
and treasurer of the company. Before coming 
to Grosset and Dunlap, Mr. Staral, who was 
recently named chairman of the Credit Com- 
mittee of the Book Publishers’ Bureau, spent 
three years with Devoe and Raynolds as. Sys- 
tems and Auditing Manager. For eighteen years 
previous to that he had been with the Cities 
Service Company as assistant treasurer of one 
of the company’s petroleum subsidiaries. 


Mr. Rodney D. Andrews has resigned as 
national comptroller of the United States Home 
Owners’ Loan Association to become financial 
vice-president of the American Installment 
Credit Corporation. Mr. Andrews was elected 
to membership in the Controllers Institute of 
America in September, 1936 and is holder of 
its certificate number 804. 


Mr. Benjamin B. Bromberg has accepted the 
position of controller with Kesslers Apparel 
and Millinery in Birmingham, Alabama. A 
member of the Controllers Institute of Amer- 
ica, Mr. Bromberg had previously served as 
superintendent and assistant controller with 
Levy Brothers Dry Goods Company in Hous- 
ton, Texas. 


Mr. Arthur L. Cable, holder of certificate 
1384 in the Controllers Institute of America, 
who recently returned from service in the 
United States Army, in which he served as 
Captain, is now located in Minneapolis as con- 
troller of Gamble Skogmo, Inc. Mr. Cable was 
formerly connected with Western Auto Supply 
Company in Los Angeles. 


Mr. A. F. Mack, formerly controller for 
Lukas-Harold Corporation of Indiana is now 
serving as controller of Electronic Laboratories, 
Inc., of the same city. Mr. Mack is a member 
of the Controllers Institute of America since 
January, 1945, 
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What are you going 
to do about these People ? 


He's a learner on a new operation. What 
is the minimum wage you can pay? 


Radio compass inspector; with recon- 
version, her job is less exacting. What 
hourly rate can you pay? 


He's only 16. Under what conditions 
can he continue to work under the Fair 
Labor Standards Act? 


Superintendent under wartime condi- 
tions. Cutbacks relieve him of his 
staff. Can he still he classified as 
an executive for overtime pay pur- 
poses? 


All through your plant today, jobs and work schedules are changing. Treatment of ° 
overtime. shifting job classifications, interpretation of the Fair Labor Standards Act, 
exemptions, reconyersion of “temporary”: classifications . . . they're all covered in the 
decisions and rulings published in Wage and Hour Reporter. It ineludes an up-to-date 
weekly record of all new developments in the regulation of wages, hours and _ salaries 
new trends and law enforcement policies are covered . .. a summary and analysis 
of the most important developments of the week (reading time 8 minutes) is included. 


Indexed by topies for your convenience. Write for details of introductory offer. 


THE BUREAU OF NATLONA TL eeeeAIRS, INC. 
24th AND N STS., N. We WASeeemGtiON 7, D.C. 


PUBLISHERS OF DAILY & WEEKLY: REPORTS RELATING TO CURRENT LEGAL & ECONOMIC SUBJECTS 
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~ Reviews of Recent Publications 








Well-Pointed Pointers 


GUIDEPOSTS TO A FREE ECONOMY. By 
Harley L. Lutz. Published by McGraw-Hill 
Book Company, New York. $2.00. 

This little book is packed with important 
and informing material which every mature 
and thoughtful person should read. As a series 
of essays on the private enterprise system and 
government finance, it is an excellent Ameri- 
can companion book for Hayek’s The Road to 
Serfdom. 

Since the maintenance of the private enter- 
prise system in the United States depends to 
such a large degree upon the pursuit of sound 
fiscal policies by our government, it is par- 
ticularly fitting that this book should be writ- 
ten by an authority in the field of public 
finance. Professor Lutz has been a competent 
and courageous fighter on the side of adher- 
ence to established principles and values, and he 
has been one of the country’s leading debunk- 
ers of that strange and unhealthy aggregation 
of economic and fiscal doctrines and policies 
that have bedeviled the people of the United 
States in recent years. 

There are practically no economic and fiscal 
questions of important concern to the Ameri- 
can people that are not dealt with by Pro- 
fessor Lutz. His manner of writing is lucid 
and to the point. 

He has a penetrating analysis of the private 
enterprise system and of the assaults upon it. 
He deals with “National Product” and ‘‘Na- 
tional Income’’—words and concepts freely, 
carelessly, and foolishly used these days; the 
current dissipation of our national patrimony; 


government gompetition with business; unwise 
and unfair tax programs and policies; the nar- 
cotic of deficit financing (our great national 
“pain-killer’’), and ‘functional’ finance; ma- 
jor issues regarding social security; govern- 
ment and unemployment, including a particu- 
larly pertinent analysis of the Federal Full 
Employment bill; postwar debt management, 
budgets, and taxes; the running amuck of 
“national planning’; “A Short Cut to Serf- 
dom’; and “A Simple Recipe for Prosperity” 
—twenty important essays in all. 

It is probably too much to expect that many 
of those who are attempting to undermine the 
private enterprise system and to usher in a 
federally controlled economy will examine, or 
try to understand, or attempt to accumulate 
some of the wisdom in, these excellent essays. 
It would be a blessing to this nation if they 
were to do so. But there is a multitude of 
more healthy-minded people who would like 
to have a responsible and useful analysis of 
the important economic (and political) ques- 
tions agitating this coountry, and, for them, 
this book should prove exceedingly helpful 
and a highly reliable guide. 

Reviewed by WatTER E. SPAHR, 
Department of Economics, 
New York University 


"722" Problems 


TAX RELIEF UNDER SECTION 722. By 
Paul W. Ellis. Published by the National In- 
dustrial Conference Board, 247 Park Avenue, 
New York.17. 48 pages. 

On October 8, 1940, a law was approved 





containing a section which declared that “the 


Commissioner shall also have authority to 
make such adjustments as may be necessary to 
adjust abnormalities affecting income or capital.” 
That was the genesis of Section 722 of the In- 
ternal Revenue Code which, in its present 
form, was enacted some two years later. 

That tax relief under Section 722 has not 
moved far past the gleam-in-the-eye stage, is 
evidenced in this recent bulletin, ninth in a 
series of studies in business policy, released by 
the National Industrial Conference Board. The 
author, Dr. Ellis, was a member of the Board’s 
Division of Business Practices at the time of 
its preparation, but has since joined Bethany 
College, in West Virginia, as Dean of Eco- 
nomics and Business Administration. 

Despite the intervening years since Section 
722 was enacted, corporate financial officers 
and tax practitioners are not yet sure of the bases 
on which tax relief under the Section may be 
granted their firms. This condition continues, 
with little more official clarification than a sub- 
sequent Bulletin (late in 1944) on “the 
current trend of official opinion.” It continues 
at a time when the term “postwar” is no longer 
a reference to the future, when American busi- 
ness and indtistry urgently need settlement of 
tax relief claims so that they can schedule their 
resources and the mental efforts of their fi- 
nancial officers toward meeting the problems of 
a speedy and sound reconversion. 

In view of the generally admitted need, the 
record is not encouraging. Although most of 
the 30,000-plus Section 722 claims were filed 
during 1943, there has been little progress. In 
the three fiscal years ending June 30, 1944, ap- 
proximately 300 corporations had gained ap- 
proval of their claims. 

A number of factors are responsible for the 
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CHICAGO 


MONTREAL 


PAYROLL SERVICE PLAN 


Our Payroll Service Plan is an accurate and economical system for han- 
dling your payrolls. 

Payroll Service provides all the payroll data you require today—such as 
complete payroll registers, labor distribution sheets, quarterly employee 
earnings statements, Federal and State tax reports, payroll checks ready 
for signature, or pay envelope stuffers—even W-2 forms! 


DEPENDABLE, ACCURATE 


Many firms with 100 or more employees are subscribing to this service. 
It saves them time, money and payroll difficulties. We believe a Payroll 
Service Plan tailored tc your requirements can save for you, too. 
We'll make a free analysis for you, without obligation. May we? 





Recording & Statistical Corporation | 
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he Two Lasser Tax Books 
1946 EDITIONS | 


+ HESE two books enjoy nation-wide acceptance—not 
only by laymen, but by corporate officers and highly 
skilled tax men alike. Both belong at your side, for a 
concise, straightforward, highly authoritative statement 
of the law, regulations and decisions. 

Most important, these books have become the prac- 
titioner’s guide to tax men’s thinking, their controversies, 
their problems, and their questions about Bureau practices 


and rulings. 


YOUR CORPORATION TAX is universally recog- 
nized as the experienced technician’s standard directive. 
But, as is true of YOUR INCOME TAX, it is written 
in untechnical language; and it is arranged to answer, 


How These Two Books Save You 
Time, Trouble, and Taxes 


YOUR INCOME TAX 

Brought completely up _ to 
date by incorporating the 2000 
changes in rulings, decisions, 
interpretations of the year. In 
addition, there are several new 
features. Most important of 
these are: 

300 Approved Ideas to Reduce 
Your Taxes-——a compilation, pre- 
pared by Mr. Lasser and his 
skilled tax associates, of the 
methods which experienced tax 
counsel use to get the greatest 
benefits from the law. Indexed 
to show steps for tax minimiza- 
tion in the following: 

If income is from services, divi- 
dends, interest 

When vou buy any kind of 
property 

When you sell property 

When you deal with securities 

Deductions such as_ interest, 
medical payments, alimony, etc. 

Business income 

Business expenses of all types 

Actual preparing of tax return 

War and Postwar Rulings—a 
digest, in check list form, of 
savings you can get in such mat- 
ters as: 
Settling war contracts 
Re-converting with 

benefit to yourself 
Which wartime control penalties 

(OPA, SSU, NLRB, etc.) you 

can deduct 
How to take war losses, obsoles- 

cence, abandonment, loss of 
useful value, etc. 


greatest 


Other Helpful Aids—e.g., com- 
mon errors made in preparing 
tax returns and how to avoid 
them; rules for ex-servicemen, 
with check list. Various types 
of fraud used to avoid taxes, 
and how they are detected by 
the government. 
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YOUR CORPORATION TAX 

Completely re-written and re- 
vised by Mr. Lasser and his as- 
sociates. Now contains 4 sep- 
arate parts: 

1. A clear, concise, easily un- 
derstood statement of the 
law, regulations and Treasury 
position as expressed in rul- 
ings or bulletins. 

. Analysis of-the many relevant 
Court cases decided during 
the last year, to bring you 
the facts, the Court’s deci- 
sion, and its significance in 
your tax planning and prep- 
aration, and your filing of 
refund claims. 

. In each section, you will find 
hundreds of > ““POINTERS”’ 
to guide you in preparing re- 
turns and filing refund claims. 
Includes points of conflict be- 
tween tax students and the 
rulings and regulations of 
the Bureau. Highly impor- 
tant in order to protect your- 
self during the period needed 
for settlement of these dis- 


tN 
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putes. 
4. You will also find hundreds 
of [ “WARNINGS” 


throughout the book—guides 
to minimize your taxes in 
the everyday conduct of busi- 
ness affairs. Check this list 
and index before taking any 
step out of the ordinary busi- 
ness routine. 


ALSO many other helpful aids— 
e.g., check list to aid you before 
you take any step in reorgan- 
izing—re-capitalizing, dividing, 
issuing stock, etc. Check list to 
show you effect on your tax 
position of such steps as paying 
dividends, buying another busi- 
ness, buying part of assets of 
another business, etc. 


quickly and clearly, any questions for novices. Much of 
this book contains special aids for those beginning to 
study corporation taxes. 


Maybe you'd better buy the books in self defense. Your 


clients have copies. Some 6 million copies have been 
bought by them. It might be wise for you to find out 
where the client got his information when he begins to 
question your treatment of his affairs. Thousands of tax- 
payers write us about the enormous aid they get annually 
on all of their problems. Both these books have been com- 
pletely revised to give you an even greater amount of 
new help and authoritative advice. 






Se —S 
J. K. LASSER, C.P.A., 


the author of “YOUR INCOME TAX” and “YOUR COR- 
PORATION TAX,” is a partner in a large firm of New 
York accountants. Mr. Lasser devotes all his time to an ac- 
tive tax practice. He is Chairman of the Institute on Fed- 
eral Taxation of New York University, a member of the 
Federal Tax Committee of the American Institute of Ac- 
countants, New York Society of C.P.A.’s, New Jersey So- 
ciety of C.P.A.’s, and has been commentator on taxes for 
various radio networks. 














SEND NO MONEY 


The publishers are so certain these books will save you 
time, trouble and money, that they offer them to you on this 
guarantee: When you receive your copies, look through them. 
If you do not agree that they will help you—return them 
for full refund any time up to March 20, 1946. Mail the 
coupon without money (unless you prefer to remit now and 
save postage and government C.O.D. charges). SIMON AND 
SCHUSTER, Publishers, Tax Dept. CMII, 1230 Sixth Ave., 
Rockefeller Center, N.Y.C. 20. 

















SIMON & SCHUSTER, Publishers, Tax 

Dept. CMII FREE 
1230 Sixth Avenue, Rockefeller Center, 

N.Y.C. 20. Supplementary 
Please send me immediately the book(s) * Reports 
checked below. I will pay postman the cor- To keep you 
rect amount for each copy ordered, plus up-to-dateon 
postage and C.O.D. charges. If this informa- all impor- 


tant changes 
that may be 
made in the 
law, we will 
send, with- 
out cost, any 
reports which 


tion does not completely satisfy me, I may 
return it and you will refund my money in 
full. 

....copies Your Income Tax at $1 each 


...copies Your Corporation Tax at $2 «ch. 








ORD cs. ev cuiec cueaas eeececceceecs dias tie aes 
(Please print plainly) quired to 
BAGO. odes csiatsiccadinnamecasmaaeae keep you 
Zone No. fully posted 
CN eds eae (if any)..State........ to Mar. 15,46. 
—— 


Save Postage and C.O.D. Charges. If you 
enclose payment with this coupon for book 
or books you order, we will prepay all postage and handling 
charges. Same return-for-refund privilege applies. 

NOTE: If resident of N. Y. City, add 1 per cent. Sales Tax. 
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slike 2 Todd Payroll System! 
a 


@ CUT PAYROLL POSTING TIME 50% OR MORE 





Todd Payroll Systems enable any clerk to complete the earnings 
record, employee’s check or statement, and payroll sheet simul- 
taneously —saving up to 62% of the posting time. 


@ PREPARE GOVERNMENT REPORTS FASTER 





The payroll facts that Government agencies ask for are always 
ready—as a by-product of the original posting. 


© SHORTEN WAGE AND HOUR INSPECTORS’ VISITS 





available without extra effort. 


Whether you pay by cash or check, 
all payroll information is promptly 


@ STOP MISTAKES DUE TO COPYING 





CUSTOMERS’ COMMENTS: 


mw ‘*...Very much pleased with your 
system. It saves a good deal of time 
in preparing our payroll—at the same 
time making the preparation of our 
quarterly Government reports easier 








You insure accuracy because figures 
on all three payroll forms automat- 
ically correspond with each other. 
No expensive equipment or spe- 
cially trained operators needed; 
regardless of what equipment you 
now use for posting payroll records, 
a Todd System is likely to give you 
the facts more quickly with less work. 





and more accurate.”’ 
General Box Company 
Beaumont, Texas 


@ ‘To us it is one of the most effi- 
cient payroll methods we have found. 
Not only does this system_complete 
the Employees Earnings Record in 
one casaelt eneceae but consider- 
able time is also saved at the end of 
each quarter in making Government 
reports.” 
Cook Heat Treating Corporation 
Los Angeles, California 











Read what customers say, 
then mail this coupon. 


THE TODD CO., INC., Rochester 3, N.Y. 


Please give me the facts about Todd Payroll 
Systems that speed quarterly reports, cut pay- 
roll posting time, increase accuracy and meet 
all State and Federal regulations. 





Company 
ed 
ROCHESTER & nile ESS eae ee 
SALES OFFICES IN PRINCIPAL CITIES By 
DISTRIBUTORS THROUGHOUT THE WORLD C-12-45 
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slow progress of claims for excess profits tax 
relief. First of all, Section 722 is somewhat of 
a novelty. The Bureau of Internal Revenue has 
had understandable difficulties in applying its 
general terms to specific applications for relief, 
There was also the problem of issuance of reg. 
ulations and education of the local and Wash. 
ington staff members in their application. In 
addition, there has been evidence of a policy of 
Strict interpretation by the Bureau. 

Corporations desiring to file claims have 
been stymied by a comparative lack of qualified 
experts among the accounting, tax and eco- 
nomic authorities needed for proper prepara- 
tion of claims. The absence of proper support- 
ing evidence has undoubtedly been responsible 
for a considerable reduction of the effectiveness 
of relief claims. The short period originally 
allowed for filing of claims was another factor. 

There are also political aspects, such as 
“Congressional reluctance to let the total re- 
fund bill become excessively large.” 

To document the oft- and widely-heard con- 
cern of business and industrial leaders, the 
Conference Board conducted a mail inquiry in 
the summer of 1944, The results are analyzed 
and incorporated in this report by Dr. Ellis, 
who states that in connection with Section 722 
claims, ‘‘considerable delay and extensive con- 
troversy seem inevitable.” 

Dr. Ellis points out, however, that the mem- 
bers of the Joint Congressional Committee on 
Internal Revenue Taxation, which must ap- 
prove all Bureau approvals amounting to more 
than $75,000, “would seem to be in a position 
to stimulate more favorably and therefore more 
rapid action if convinced of the necessity of 
such action.” 

In his report, Dr. Ellis, on the basis of the 
returns to the Conference Board’s mail inquiry, 
considers the status of Section 722 claims, the 
proof of eligibility for claims for relief based 
on unusual events, on a variant profit cycle, on 
new or changed business, on “war product 
cases” and on corporations organized since 
1939. Problems arising in connection with re- 
construction of income are likewise discussed 
in considerable detail. 

The report includes an excellent appendix 
which contains a bibliography of selected mate- 
rial on excess profits tax relief claims. 

This 48-page study should aid materially in 
lifting some of “the foggy, foggy dew’ sur- 
rounding the subject. Dr. Ellis, and the Con- 
ference Board, deserve a vote of gratitude from 
all controllers and financial officers. 

Reviewed by PAUL HAASE 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Bivd. Chicago, Ill. 








H. CHARLES KWASHA 


Consulting Actuary 


Employee “Pension “Plans 
50 Broad St. | New York 4,N. Y. 








APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH ST. pte 
Sorescne! = —- MEW NORE: sesnatt 
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@ A company need not be an industrial 
giant for Remington Rand Punched- 
Card Methods to prove of value in 
furnishing management with adequate 
and accurate production information. 
Of the Vulcan operation, Mr. J. J. 
Henderson, Treasurer, relates: 

“We have been making cast iron 
ingot molds for the steel, aluminum, 
copper and brass industries for over 
twenty years. In 1941, we installed 
Remington Rand Punched-Card Meth- 
ods to simplify our production analysis. 

“Accurate and foolproof produc- 
tion schedules are made up by days 
and departments from cards punched 
for each unit ordered. These cards show 
pattern number, equipment needed, 
casting weight, matching elements, 
making date, account number, and al- 
lowed hours. Five reports are produced 


- KWIK-FAX - 


REMINGTON RAND 
TABULATING 
CARDS 


can record 108 columns of numer- 
ical information or 90 columns of 
alphabetical and numerical. 


BUY BONDS — Complete the Victory! 
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from the same cards—unfilled orders, 
molds not cast, in process, finished, 
and shipped. 

“Daily reports show molds cast 
and allowed hours. Weekly reports in- 
clude molds cast, allowed hours, un- 
filled orders, promise dates, priorities, 
total cost allowed for each mold, inven- 
tory, comparison of last week with four 
weeks ago, and shipping data. Monthly 
reports cover inventory with tonnage, 
pieces, and total cost of molds in stock; 
priority analysis of unfilled orders by 
rating and group classifications; and 
priority analysis of production. 

“Our president receives each week 
a condensed report of production, in- 
ventory, sales, and profits. With the 
punched-card data it is possible to fore- 
cast closely the profit on every order. 

“Using a minimum of punched- 





























Remington Rand Punched-Card Accounting Methods simplify production 
data assembly for Vulcan Mold & Iron Company, Latrobe, Pennsylvania 


card equipment—one each, punch, sorter 
and tabulator—and three operators, we 
prepare besides production reports, all 
payroll data, checks and reports, sales 
analyses and voucher records and 
analyses by accounts. 

“From the diversity of reports, we 
are able to furnish the Government as 
well as ourselves with every kind of in- 
formation required. There would be 
less criticism of the Government’s de- 
mand for reports if business men un- 
derstood how easily punched-card 
methods can produce them.” 

More complete information on this 
application is given in Certified Re- 
port No. 4216. Copies may be obtained 
by writing to our nearest branch or 
to Remington Rand Inc., Tabulating 
Machines Div., Room 1776, 315 Fourth 
Avenue, New York 10, N. Y. 


PUNCHED-CARD ACCOUNTING 


The HOLE 
the Symbol 


MARK of a Method 
of Accuracy 


‘y 


Write for: “The HOLE-STORY of Punched-Card Accounting” 
the book that tells a vital story to business. It’s FREE! 
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lin proud of both my 


MARCHANT 


CALCULATOR 
and my POSTING BILLER 





‘Marvelous!’ cries the boss as he 
watches me run both my Marchant 
and my billing machine that re- 
cords the answers from the Mar- 
chant! 

‘‘Marchant, you see, is the only cal- 
culator that brings the handy short- 
cut called ‘Internal Audit’. 

“The posting is done in a way tnat 
automatically proves the correctness 
of both calculating and posting... 

and it eliminates all need of re- cal- 
culating for proof! 

“Do you wonder that 
Marchant and I rate 
compliments!” 


PS Te bait aca 
[0 Utauchewiv 















because of its 


SMOOTHLY-FLOWING MECHANISM 


The Marchant- -pioneered system of 
continuously- -flowing dials, No sta 

and stop, no shock : 
tion! It’s th 
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| Positions Open 























- Marchant si Culealathie M Machine Caooly’ 
_ Home Office: Oakland 8, California, U.S. A. 


- SALES AGENCIES AND MANUFACTURER'S 


Tax Accountant 

Man to manage tax department of regional 
office of national public accounting firm. Must 
have varied experience in tax accounting. Must 
also possess administrative ability and ability 
to deal with clients. Excellent opportunity for 
qualified individual. Address: Box 546, “The 
Controller,”” One East 42nd St., New York 17. 


Controller 
Controller, about 35 to 40 years of age, 
wanted for meat packing and canning business 
located eastern seaboard. Give qualifications 


also salary expected. Address: Box 550, ‘The 
Controller,” One East 42nd St., New York 17. 


Factory Controller 
Progressive manufacturer of automatic ma- 
chines has opening for a factory controller, 
Experienced in all phases of standard costs, 
standards for control and pricing. Location in 
Western New York. Age 35-45. Address: Box 
552, “The Controller.” 


Cost System Specialist 
Man, 30-50, preferably a C.P.A., with ex- 
tensive experience in manufacturing and dis- 
tribution costs and in the installation of ac- 
counting procedures, for one of the leading 
public accounting firms. Salary up to $7,500. 
Address: Box 547, “The Controller.” 





THIS IS BIG BUSINESS 





tions. 


in the country. 


H 


326 Broadway - . 





SERVICE STATIONS GIVE SERVICE EVERYWHERE 


For the past 27 years, Addressing Machine 
& Equipment Company has been doing 


business with America’s largest organiza- 


More than 50% of our customers are 
rated over half a million and include some 


of the largest banks and heavy industries 


For rebuilt or reconditioned bookkeeping 
and billing machines, which look and 


operate like new, call upon the 


ADDRESSING MACHINE & EQUIPMENT CO. 


: New York 7, N. Y. 
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Underwood Sundstrand Machine 
Power Saves Time Where 
Time Means Money... 


Thousands of man and woman 
hours have been saved in the Ac- 
counting and Payroll Departments 
of many firms through the use of 
Underwood Sundstrand Account- 
ing Machines. 

Because of the simple “10 Figure 
Key” keyboard and many auto- 
matic features, operating profi- 
ciency can be acquired quickly. 
The machine does the entire job, 
not just part of it. Many computing 
combinations are available and all 
computations are automatically 
controlled. 

The application scope of the Under- 
wood Sundstrand Accounting Ma- 
chine is extensive . . . will help to 
speed your production and lower 
your accounting costs. 
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Read these definite Underwood Sundstrand advantages: 


Payroll Records. Your Payroll 
Sheet or Summary is prepared at 
the same time that the Employee’s 
Pay Check or Pay Statement and 
Pay Envelope is written. 


Postings to the Employee’s Earn- 
ings Record are made in original, 
not carbon impressions. When the 
forms are in the machine, all en- 
tries are completely visible. 


Dates and Pay Check Numbers are 
printed automatically. Protective 
Stars are automatically printed be- 
fore the Check amount. When de- 
ductions exceed earnings, the Pay 
Check is automatically voided. 


Gross Pay and Net Pay amounts are 
automatically computed and Col- 
umn Totals are automatically 
printed. 


Government Reports. Year-to-Date 


Save the Seconds and You Save the Day— 


Underwood Corporation 


Accounting Machine Division ~- 


One Park Avenue, New York 16, N. Y. 


Total Gross Earnings and With- 
holding Tax are automatically com- 
puted for Income Tax purposes. 


Quarter-to-Date Total Taxable 
Gross Earnings are automatically 
computed for Social Security Tax 
purposes. When the taxable total 
reaches $3,000, the machine auto- 
matically exempts amounts in ex- 
cess. 


Victory Bond Ledgers. The ma- 
chine can be set for any bond 
denomination. The Unapplied Bal- 
ance and the amount “To Go” be- 
fore the next bond can be purchased 
are automatically computed. 


When the Unapplied Balance 
reaches the purchase price of the 
bond, the purchase is automatically 
recorded. All bond purchases are 
automatically counted and totaled. 


A call to your local Underwood 
office will bring you, without obli- 
gation, interesting information on 
how your payroll department can 
save hours of man power and 
woman power. 
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ACTIVITIES 








M. J. Boedeker Honored at 
Farewell Dinner 


On the eve of his departure from New 
York to Los Angeles, California, Mr. Myron 
J. Boedeker was tendered a farewell dinner 
at the New York Athletic Club on October 
18 by the Board of Directors and the Ad- 
visory Council of the New York City Con- 
trol of the Controllers Institute of America. 
Mr. Boedeker had been serving as president 


best wishes for long continued success, health 
and happiness. The pleasant association with 
him and his good fellowship will long be 
remembered. It is the hope of the Directors 
that Mr. Boedeker’s return to his home State, 
and the assumption of his new responsibili- 
ties, will bring to him the fullest measure of 
joy and satisfaction. 

Be it further Resolved, that a copy of this 
Resolution be presented to Mr. Boedeker as 
a special token of our esteem. 





of the New York City Control, having re- 
signed that post in anticipation of his leaving 
New York to become associated with the ac- 
counting firm of Lybrand, Ross Bros. & Mont- 
gomery, in Los Angeles. He had previously 
been connected with Johns-Manville Corpora- 
tion in New York in the post of controller. 
Mr. William Widmayer, comptroller of the 
Guaranty Trust Company of New York, suc- 
ceeded Mr. Boedeker as president of the New 
York City Control. 

As a token of the respect held for Mr. Boe- 
deker by members of the Control, the follow- 
ing resolution was adopted at the last meet- 
ing of the Board of Directors which he at- 
tended: 

The Board of Directors has with sincere 
regret, accepted the resignation of Mr. Myron 
J. Boedeker as president of the New York 
City Control, Controllers Institute of America. 

Be it therefore Resolved, that the members 
of this Board of Directors tender this expres- 
sion of their appreciation of the splendid serv- 
ices performed for the New York City Con- 
trol by Myron J. Boedeker as a member, di- 
rector ana president, and also extend their 





| Chattanooga Control Schedules 


Varied Program for 1945-46 


As a tentative schedule of programs 
for the balance of the year’s activity by 
the Chattanooga Control, Mr. Vance 
King, Program Chairman of the Con- 
trol, recently announced the following 
schedule: 

December: Glenn P. Smith—‘Trends 
in Government Control of Business.” | 

January: J. R. Wéilkinson—‘“New | 
Federal Tax Law.” 

February: E. S. Chodd—‘Federal Tax 
Credit Policy—Section 722.” 

March: M. W. Morris—“Carry-backs 
and Carry-overs.” 

April: Dewey G. Hixson—“Admin- 
istration of Social Security Laws.” 

May: Shannon Gamble—“Fixed As- 
sets—Depreciation and Obsolescence.” 

June: Mr. Saddler—‘Trends in La- | 
bor Relations.” | 


| 
| 














In addition to the election of Mr. Wid- 
mayer as president of the Control, following 
Mr. Boedeker’s resignation, Mr. Nicholas P. 
Dussinger, controller of General Baking Com- 
pany was named vice-president. Mr. William 
J. Wardell of the American Can Company 
remains as a Vice-President of the Control, 
and Mr. Arthur L. Boschen of Vick Chemical 
Company and Mr. Theodore F. Gloisten of 
the American Home Magazine Corporation 
continue to serve as treasurer and secretary 
respectively. 


President E. E. McConnell 
Addresses Meetings 


The Institute’s president, Mr. E. E. Mc- 
Connell, controller of the Norton Company, 
Worcester, Massachusetts, was the featured 
speaker at the luncheon of the New England 
Regional Cost Conference arranged by the 
Worcester Chapter, National Association of 
Cost Accountants, and held in that city on 
November 2. Mr. McConnell, who substi- 
tuted on short notice for Ira S. Mosher, presi- 
dent of the National Association of Manu- 
facturers, who was in Washington, D. C., in 
connection with the Labor-Management Con- 
ference, spoke on “The Accountant's Job in 
the Postwar Period.” He was introduced by 
another member of The Institute, Stuart D. 
MacLaren, Assistant Treasurer, Heywood- 
Wakefield Company, Gardner, Massachusetts. 

At the banquet closing the conference, the 
toastmaster was The Institute’s past national 
president, Mr. Henry C. Perry, Treasurer of 
Heywood-Wakefield Company. 

Mr. McConnell was also the honor guest at 
the November 8 meeting of the New York 
City Control and spoke on that occasion about 
the present and planned activities of The In- 
stitute. 


Houston Control’s Directory 


The booklet containing the year’s program 
of the Houston Control, and its Directory 
of Members, which was published recently, 
was prepared by a special committee, of 
which Mr. S, G. Loy was chairman. Other 
members of the committee were Messrs. 
W. D. Winston, W. W. Bland, and L. V. 
Tracht. 


John C. Naylor Is Still 
Setting Records! 


|| 
The Institute’s past national president, | 
John C. Naylor, vice-president and con- 
troller of Pet Milk Company, St. Louis, 
is still setting records. During his term | 
of office as national president in 1943- | 
1944, Mr. Naylor set a new “high” 
when he visited all 36 controls of The 
Institute, the first time a national presi- 
dent had visited each of the affiliated 
local units. And when he acted as 
toastmaster for his home Control in St. 
Louis, at its tenth Anniversary meeting 
on October 23, it was the fourth Tenth 
Anniversary meeting he had attended. 
The first three occurred during his term 
as president when he participated in the 
proceedings marking the Tenth Anni- 
versaries of the Chicago, Pittsburgh and 
Boston Controls. 











Baltimore To Hear McConnell 


As an “added attraction,” the Baltimore Con- 
trol of The Institute has announced the appear- 
ance of The fnstitute’s president, Mr. Edwin 
E. McConnell, controller, Norton Company, 
Worcester, Massachusetts, at its dinner meet- 
ing scheduled for December 13. The Baltimore 
Control is also making plans for a joint meet- 
ing with the District of Columbia Control, 
which is to be held in Baltimore on January 8. 


Atlanta and Chattanooga 
Hold Joint Meeting 


A joint meeting of the Atlanta and Chatta- 
nooga Controls was held on November 14 
at the Braban Hotel in Cartersville, Georgia, 
which is the home town of Mr. Marion W. 
Morris, vice-president of the Chattanooga Con- 
trol. After a steak dinner and social hour, a 
round table discussion on the subject ‘“Depre- 
ciation, Amortization and Obsolescence,’’ as ap- 
plicable to the postwar years, was featured. 


Milwaukee Control Issues 
Membership Directory 


A handy vest pocket-size program and di- 
rectory of the Milwaukee Control covering 
the meeting dates, and speakers scheduled dur- 
ing the current term, as well as an alphabetical 
list of members of the Control, was sent re- 
cently to each member. The directory includes 
an introductory statement by the Control’s 
president, Clarence H. Lichtfeldt, controller of 
the First Wisconsin National Bank, Milwaukee. 





“Presidents’ Night” at Boston 
| Hears Ralph E. Flanders 


For its November 13 meeting, which 
was designated as ‘Presidents’ night,” 
each member of the Boston Control was 
urged to invite the president of his 
company to attend. The program was 
especially arranged to appeal to the 
chief executives of members’ companies, 
and featured Mr. Ralph E. Flanders, 
president of the Federal Reserve Bank 
of Boston, and president of Jones and 
Lamson Machine Company. Mr. Flan- 
ders’ subject was “New England Busi- | 
| ness Looks Ahead.” He was presented 

by the chairman of the evening, Dean 
| Donald K. David of the Harvard Grad- 

uate School of Business Administration, 
who is also a director of several na- 
| tionally known companies. The meet- 
ing was held in the Algonquin Club in 
Boston. | 
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OBLIGATION 


Our War Bond dollars helped 


to make victory possible. 


It is now our obligation to 
bring our armed forces home, 
care for our wounded, maintain 
our occupation troops, provide 
veteran rehabilitation, care for 
the dependents of those who 


made the supreme sacrifice. 


BUY VICTORY BONDS 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
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Controllership History in the Making 








December's controllership problems and 
topics for discussion through the years 1934- 
1944 yield an interesting picture of control- 
lership history in the making. They are a por- 
tion of a record which is being prepared by 
the Controllers Institute of America. 


1934: Comment was made that at no time 
in the business history of this country have 
greater responsibilities been placed on the 
controller, and that at no time have greater 
opportunities for service to his company been 
presented to the Controller than during the 
year 1934. . Abolishment of consolidated 
tax retuin, accomplished in the Revenue Act 
of 1934, was being hailed by controllers; 
Francis X. Butler of Public Relations Depart- 
ment of Commerce Clearing House, contrib- 
uted authoritative comments. . . Daniel A. 
Beaton, an early member of The Controllers 
Institute of America, points out that the con- 
troller is the clearing house for professional 
services, coordinating the work done by law- 
yers, engineers, and public accountants. 

1935: Details of the operation of the New 
York State Unemployment Insurance Act were 
set forth by Glenn A. Bowers, head of the 
New York State Unemployment Insurance Bu- 
reau. . . . . Controllers still lacked informa- 
tion as to what was to be required in the way 
of payroll records under the Federal and vari- 
ous State Unemployment Insurance Laws..... 
Summary presented of provisions of Federal 
Social Security Act relating to unemployment 
compensation. Charles A. Daniels, at 
one time controlier of General Bronze Corpora- 
tion, describes budget plan for specialty busi- 
ness manufacturing ornamental metal. 
President Rodney S. Durkee, of Controllers In- 
stitute, completed swing around western cit- 
cuit of Controls of The Institute, in which 
he visited four cities, Los Angeles, San Fran- 
cisco, St. Louis, and Chicago; he presented 
the charter of the St. Louis Control on this 
Visit. 

1936: Henry P. Seidemann, Director of Bu- 

reau of Federal Old Age Benefits, points out 
that more than 1,000,000 bookkeeping en- 
tries will be made by Social Security Board 
annually; vast undertaking described by man 
who set up procedure under which millions 
of employers and employes have been regis- 
tered. . . . . Burden of breaking new ground 
in complying with regulations for administer- 
ing tax features of Social Security Act falls 
on controller, it was pointed out. A. G. 
Mueller, in charge of corporate organization 
and maintenance of Prentice-Hall, Inc., pre- 
sents paper which describes deciding factors 
in qualifying to do business in various states; 
court decisions in hopeless confusion. 
Use of air passenger lines expedites account- 
ing and fiscal procedures; rapid expansion of 
this method of travel has stimulating effect on 
railroads; business concerns insisting their men 
use airlines. . General Income Tax Reg- 
ulations, 94, prepared under Revenue Act of 
1936, released by Commissioner of Internal 
Revenue, Guy T. Helvering. . President 
Paul J. Urquhart, of Controllers Institute of 
America, toured five of The Institute’s eleven 
Controls, visiting Cincinnati, Cleveland, De- 
troit, Philadelphia, and Boston; he is Vice- 
President and Controller of Aluminum Com- 
pany of America. 

1937: Walter A. Cooper, C. P. A., presents 
annual review of important Federal tax de- 
cisions and rulings. Henry C. Perry, 
President of The Controllers Institute, in ed- 
itorial declares that there probably never was a 
time when the problems involved in our 


national economy called for analytical effort 
to the degree that is now demanded of the con- 
troller. Russell Weisman, economist 
and writer of Cleveland ‘Plain Dealer’ in 
address to controllers in that city, points out 
that transition from artificial to natural recov- 
ery will not be an easy matter; rebuilding of 
confidence on part of business likely to be long 
process if additional measures looking to “‘man- 
aged recovery” and reforms of various kinds 
are enacted; a sound foundation is needed. 

Institute's Planning Committee invites 
members’ suggestions; Committee was created 
early in 1937. 

1938: Institute's Committee on Cooperation 
with the Treasury Department presents to 
Treasury Department a memorandum setting 
forth what controllers and executive account- 
ants of business would like to see enacted as 
amendments of the Federal Revenue Act, or 
introduced as changes in methods of adminis- 
tering that Act; memorandum result of several 
weeks of intensive work by members of the 
Committee, of which F. G. Hamrick, controller 
of American Smelting and Refining Company, 
is chairman; basic law to be amended only by 
changes in ‘basic rates, was advocated; pro- 
vision for carrying forward net losses asked; 
capital losses of business corporations should 
be allowed without limitation, was requested; 
restoration of provision for consolidated returns 
with a binding election permitted, was advoca- 
ted; recommendations gained wide attention; 
many were subsequently incorporated in reve- 
nue legislation. . Frank J. Carr, first Pres- 
ident of Controllers Institute, then controller of 
American Steel and Wire Company, contributes 
article in which he points out that controllers 
may and should become more a part of man- 
agement of the companies with which they are 
connected; opportunity for larger service de- 
scribed. Many comments received on 
article by Professor Wyman P. Fiske of Massa- 
chusetts Institute of Technology, on “Train- 
ing for Controllership.”’ . Details of en- 
forcement of provisions of Wage-Hour Law 
described in sample of order to office employ- 
ees made available by Edward G. Michaels, 
controller of Vick Chemical Company. 

Forms of Proxy Statements required by Secuti- 
ties and Exchange Commission claiming atten- 
tion of Controllers. 

1939: Provisions of Social Security Act, as 
amended, discussed by James T. Langston, tax 
attorney for Kansas City Life Insurance Com- 
pany; the Act was amended on August 10, 
1939. . . . . Progress in industrial accounting 
described by Roscoe Seybold, Vice-President 
and Controller of Westinghouse Electric and 
Manufacturing Company; paper presented at 
meeting of controllers in Rochester. 
Controversial matters in taxation of income 
discussed by Ernest O. Palmer, C.P.A.; paper 
re at meeting of Chicago Control. 

. Controller's viewpoint on industrial fi- 
né incing presented by Henry C. Perry; manage- 
ment succeeds only when effective control mech- 
anism is established and operated with pre- 
cision; what controller does for management; 
wide scope of controller's responsibilities. 

Routine handling of orders, back orders, 
discussed | by L. W. Jaeger, Treasurer of Colo- 
nial Optical Company. Fiscal program 
for Federal Government outlined by Ellsworth 
C. Alvord, attorney, of Washington, D. C., in 
address to eighth annual meeting of the Con- 
trollers Institute of America. 

1940: Controllers should have a clear un- 
derstanding as to what their job should be and 
should work to that end, according to L. G. 
Ihrig of the Egry Register Company of Dayton, 





who contributed an enlightening letter to the 


editorial page of this publication; the duties 
and responsibilities of every department of 
business should be definite and distinct; con- 
trollers should assume their normal duties as 
rapidly as they can be brought under their su- 
pervision..... Long awaited report of the Se- 
curities and Exchange Commission on the hear- 
ings in the McKesson and Robbins Company's 
case made public, a report of 501 pages. 
.... Dr. Walter E. Spahr presents paper be- 
fore New York City Control on “What Can 
be Done by our Government to Avoid Inflation 
Losses ?”’. . Securities and Exchange Com- 
mission widens exemptions from registering 
smaalier issues... <7... Emergency plant facili- 
ties present complex accounting problems, W. 
M. Shanahan of Consolidated Aircraft Corpo- 
ration of San Diego points out in paper deliv- 
ered to second annual meeting of Accounting 
Institute of University of Southern California; 
problems arise in connection with erection and 
installation of emergency plant facilities under 
the several plans provided by laws recently 
enacted. . . . . Committee on Technical In- 
formation and Research presents information 
with respect to retention on books of actual in- 
vestment cost; such retention geemed essential. 

“Scientists, more often than economists, 
lead way out of depressions,’’ says W. C. Gang- 
loff, Chemical Director of Drackett Company 
of Cincinnati. . J. A. Donaldson of But- 
ler Brothers, Inc., of Chicago, presents paper 
on “How Can Controller Better Serve the Man- 
agement of his Company?’ before Accounting 
and Control section of Institute of American 
Meat Packers. 

1941: The editorial page pointed out that 
form here on it’s the “war program.” ‘“The de- 
fense program’ need no longer be used in re- 
ferring to the nation’s military preparations. 

The jurisdiction of the Securities and 
Exchange Commission would be extended by a 
bill pending in Congress, which would extend 
the Commission’s powers by requiring the filing 
annually of financial reports by companies en- 
gaged in interstate commerce which have gross 
assets of at least $3,000,000 and 300 or more 
stockholders; the proposal came from the stock 
exchanges, which felt that unlisted companies 
enjoy a freedom from this sort of Government 
regulation which tends to influence companies 
not to list their securities on national ex- 
changes; rules calling for proxies would require 
complete financial reports in a form prescribed 
by the Commission..... Controllers are 
studying procedures for accounting for tax an- 
ticipation notes. . . . . G. M. Pelton addressed 
the Indianapolis Control on the financial and 
cost problems which are confronting manage- 
ment; average corporation’s net income being 
reduced to minimum; only those corporations 
which are ‘“‘cost and profit” minded will survive 
periods of rising and falling prices. ..° . 
eee of manpower were being reported. 

. Much discussion concerning inflation. 

E. H. Tucker, Assistant Treasurer of 
Farmers Automobile Inter-Insurance Exchange 
of Los Angeles, addresses Los Angeles Control 
on “Inflation as it Affects Business and the 
Controller”; foundation of modern inflation 
was laid in 1914 with establishment of Federal 
Reserve system broadening the United States 
credit base to previously unheard-of propor- 
tions; present-day production of war goods, 
together with wage inflation may be heading 
the United States toward runaway inflation, he 
points out. “Where is the Line Drawn 
between Duties of Treasurer and Controller?” 
is subject of report by the Controllers. Insti- 
tute’s Committee on Technical Information and 
Research. “Last-in, first-out’’ method of 
inventory valuation arouses interest of retail 
executives. . Controllers discussed effects 
of bill signed by President Roosevelt on Octo- 
ber 30 liberalizing and simplifying tax amorti- 
zation law under which defense contractors are 
permitted for purposes of taxation to amortize 
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costs of new facilities over a five-year period; 
new law also simplified procedure in obtaining 
certificates of non-reimbursement. 

1942: T. C. McCobb, President of the Con- 
trollers Institute, discusses effect on controller- 
ship of rapid changes in world and national 
affairs in special editorial article; he mentions 
renegotiation of war contracts and its related 
need of accurate cost accounting; also the bud- 
geting of tax payments under the many new 
tax laws. . Securities and Exchange Com- 
mission issues accounting opinion dealing with 
methods of presenting in financial statements 
the refund, in the form of Government bonds 
to be issued later, of 10 per cent. of the excess 
profits tax, provision for which was made in 
recent amendments of the Federal Revenue Act; 
Commission’s opinion generally regarded as 
outlining a conservative treatment of the item. 

Dr. Richard J. Gonzalez, economist of 
Humble Oil and Refining Company, describes 
the war and postwar periods as a test of the 
private enterprise system and a challenge to our 
economy. . . . . How inflation is being fought 
in Canada is described by T. J. Monty, Acting 
Trade Commissioner for the Canadian Govern- 
ment in Los Angeles. .. . . Walter A. Coo- 
per, partner of Peat, Marwick, Mitchell and 
Company, certified public accountants, gives 
brief explanation of major corporate ‘amend- 
ments of the Federal Revenue Act; third year 
of Excess Profits Tax brings third basic method 
of application. Streamlined methods of 
handwritten bookkeeping described by Harry B. 
Gutman, writer in economics and history. 

1943: Bernard M. Baruch working on pro- 
gram of Governmental postwar economic poli- 
cies; uncertainty as to intentions of Government 
poses greatest problems at the moment for 
business leaders; many citizens actually fear 
peace and its threatened turmoils more than 
they hate and fear war. . Many firms 
taking out V loans. . Thousands of com- 
panies relying on prompt ‘and full settlements 
of contracts for postwar capital; how rapidly 
Government can settle up its dealings with in- 
dustry, is problem which is worrying business 
executives. .... Controllers Institute of Ameri- 
ca has sent Mr. Baruch a set of recommenda- 
tions which are the result of weeks of study 
of the many phases of the termination problem 
by a special committee headed by Dundas Pea- 
cock of the Elliott Company of Jeannette, 
Pennsylvania; report was completed about the 
time Mr. Baruch was asked to take up the post- 
war task; subject has become a political foot- 
ball in Washington; half a dozen committees 
of Senate and House of Representatives are 
holding hearings on it. The troubles 
of business have not been told effectively to 
Congress or to the public. Wallace 
Montague, Vice-President of Norton Company, 
Worcester, Massachusetts, describes one manu- 
facturer’s approach to problems of postwar 


planning. . Honorable Albert W. Hawkes 
Senator from New Jersey, addresses annual 
meeting of the Controllers Institute on ‘‘Facts, 


Figures and Promises’—a picture of postwar 


problems. Enders M. Voorhees speaks 
on “Understanding through the Annual Re- 
port’ before members of the Controllers In- 


stitute of America; effective use of reports for 
stockholders and employees described. 

John W. Hill of Hill and Knowlton, * public 
relations counsel of New York, contributes 
paper on ‘Public Relations and Financial State- 
ments.”’ . John C. Naylor, President of the 
Controllers Institute, contributes a paper “Will 
the Onrush of Peace Destroy Us?” 

1944: Announcement made of formation of 
Controllership Foundation by the Controllers 
Institute of America. Robert L. Minck- 
ler, assistant to president of General Petroleum 
Corporation, describes top management’s view 
of the controller. Frank Wallace of Mc- 
Kinsey and Company, management consultants, 


contributes paper on “Dividends from the Con- 
troller’s 


Department.” Weston Smith, 
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Vice-President and business editor of “Finan- 
cial World,” contributes paper on “The Con- 
troller’s Opportunity in Stockholders Reports.” 

. Reemploying returning veterans recog- 
nized by controllers as pressing problem; it is 
discussed by K. R. Daily, assistant manager of 
industrial relations of Humble Oil and Refining 
Company of Houston. Harry D. Dar- 
roch discusses “‘Labor Relations in the Coming 
Era’; he is a practicing industrial and public 
relations consultant. ‘Veterans’ Employ- 
ment Regulations and their Rights under the 
G.I. Bill” are described by J. 1. Onarheim, em- 
ployment manager of Allis-Chalmers Manu- 
facturing Company of Milwaukee. “All 
is not profit that is so labeled,” says Harry B. 
Gutman, C.P.A., in special article.....A 
J. Fournier describes a mechanized many-pur- 
pose payroll plan; he is assistant treasurer of 
Heald Machine Company, Worcester, Massa- 
chusetts. 





OBITUARIES 


WILLIAM F. R. MUNNICH 


Members of the Philadelphia Control of The 
Institute learned with regret of the death, on 
October 30, of Mr. William F. R. Munnich, 
manager of the General Accounts Division of 


{ 
| 








the Philadelphia Electric Company. Mr. Mun- 
nich had been a member of the Controllers 
Institute of America since March, 1935 and 


was holder of its certificate number 448. At 
the November 8 meeting of the Board of Di 
rectors of the Philadelphia Control, the fol- 
lowing resolution was unanimously approved: 

“Be it resolved that: 

"The Officers and Directors of the Philadel- 
phia Control of the Controllers Institute, 
izg on behalf of the entire membership of the 
Control, pause in the conduct of their affairs to 
take official note of the death of their esteemed 


meet- 


friend and fellou member, William F. R. 
Munnich, who until his demise on October 
30, 1945, served as Manager of the General 


Accounts Division of the Philadelphia Electric 
Company. 

“Admitted to membership on March 18, 
1935, he served on the Publicity Committee in 
1936; as a Director and on the Membership 
Committee in 1937; and as a Director in 
1938. 

"In manifestation of the great 
felt by this Control, Directors unani- 
mously adopted this permanent minute, and 
have directed that a suitable copy hereof be 
prepared and forwarded by the President to 
Miss Emma Mannich.” 


,) 
personal loss 


L ha 
the PAVE 


D. ADDISON STILES 


D. Addison Stiles, 43, 
at the Morton Hospital, Taunton, Massachu- 
setts. A native of Kings County, New Bruns- 
wick, and resident of Taunton since 1936, 
Mr. Stiles was serving as secretary of the Glen- 
wood Range Company at the time of his death 
Funeral services were held on November 5 in 
Taunton, with burial in Augusta, Maine. 

Mr. Stiles was an active member of the Bos- 
ton Control of the Controllers Institute of 
America and attended many of the annual and 
regional meetings of the organization. He had 
been serving as a member of the Membership 
Committee of the Control. He was holder of 
certificate number 1512 of The Institute by 
virtue of election in November, 1939. 

Mr. Stiles received his education in Augusta, 
Maine, and was graduated from Bowdoin Col- 
lege in 1924. First employed by the Central 
Maine Power Company, he later joined the 
Glenwood Range Company as an office man- 
ager, being elected secretary of the firm in 


died on November 





, 667 


1942. He was a member of the Winthrop 
Street Baptist Church, Taunton Executives 
Club, Zeta Psi Fraternity of America, as well 
as treasurer of the Segregansett Country Club 
and a member of the budget committee of the 
Taunton Community Chest. 

Mr. Stiles is survived by his widow, Mrs. 
Ruth M. Stiles, and a daughter, as well as his 
parents, Mr. and Mrs. A. L. Stiles of Augusta, 
Maine, two sisters and three brothers. 





Positions Wanted 








Financial Executive 

Thoroughly experienced Treasurer, Finan- 
cial executive, Executive Accountant and Con- 
troller, seeks connection with high grade pro- 
gressive organization in New York metropol- 
itan area. 

Experience covers over twenty-five years with 
enviable record of successful accomplishment 
with nationally known industries, together 
with a background of several years of public 
accounting practice. 

Qualified to handle and direct all financial 
and accounting functions as well as interpret 
operating results translated into action to im- 
prove profits and obtain adequate control of 
all phases of business. Capable organizer and 
efficient administrator of modern methods tem- 
pered with sound mature judgment. Member 
of leading management and accounting profes- 
sional organizations. Address “The Control- 
ler,” Box No. 540, One East Forty-second 


Street, New York 17, New York. 
Assistant Controller 
Age 35, N.A.C.A. Member. Well trained 


in General Accounting and business adminis- 
tration. Background in Cost and Tax Account- 
ing, as well as cost finding and financial in- 
vestigation. Prior to induction into Army was 
Treasurer of a distributing corporation. A.B. 
Magna Cum Laude; LL.B., Harvard, M.B.A.; 
at present Contracting Ofhcer on Government 
Terminations. Will be available by January 1, 


1946. Minimum salary: $10,000. Address Box 
542, “The Controller,” One East Forty-second 
Street, New York 17, N. Y. 


Controller—Treasurer 


Available as Controller or Treasurer in man- 
ufacturing company needing close management- 
cost control and willing to pay $10,000 per 
annum for results. Age 39, married, one child. 
Experience totals 21 years of progressive ac- 
counting work consisting of 9 years’ public 
accounting with national firms, years gOv- 
ernmental auditing of banks and farm loaning 
agencies, and most recently 5 years as control- 
ler of large steel fabricator and shipbuilder. 
Accounting education in university, certified 
public accountant since 1931. Member of Con- 
soles Institute of America. Address Box 
Number 543, “The Controller,’ One East 
Forty-Second Street, New York 17, New York. 


$32 Billion Surplus Is Forecast 


In the fiscal year ending June 30, 1946, an 
estimated $32 billion of government property 
will be declared surplus, according to Sur- 
plus Property Administrator, W. Stuart Sym- 


ington, who said recently that nearly $25 bil- 
lion of the total covers capital and produces 
goods and aircraft with another $3 billion 


worth of consumer goods. These classes of 
items have been assigned to the Reconstruc- 
tion Finance Corporation as disposal agency 
In addition, approximately $1,430 million in 
agricultural and various and forest lands is 
to be assigned to the Department of Agri- 
for disposal by the Farm Credit Ad- 
ministration and $44 million in food and agri- 
cultural commodities. 


cultu e 
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MEETINGS OF CONTROLS 








BALTIMORE 
Topic: CREDIT PROBLEMS 
Mr. Paul M. Millians, vice-president of 
Commercial Credit Company and head of the 
Department of Commercial Research of the 
firm, addressed the members of the Baltimore 
Control at their dinner meeting on November 
14 in the Lord Baltimore Hotel. His subject 
was “Unstable Credit in the Economic Struc- 
ture.” A former director and vice-president of 
the National Association of Credit Men, Mr. 
Millians spoke from a background of wide 
experience since his present activities are de- 
voted to the study of working capital, credit 
and related problems of business and the con- 
sumer. 


BIRMINGHAM 
Topic: STATE TAXATION 


A review of the work of the revenue sur- 
vey committee on state taxation, covering plans 
for overhauling the tax structure of the state 
of Alabama, was presented at the November 1 
dinner meeting in the Tutwiler Hotel by Mr. 
Sidney W. Symer, partner of Smyer & Symer, 
Attorneys-at-Law. 


BRIDGEPORT 
Topic: BUDGETS 
For its November 7 dinner meeting at the 
Graduates Club in New Haven, the Bridge- 
port Control scheduled an address on Budg- 
ets by Mr. Allen H. Ottman, controller of 
American Hard Rubber Company, New York. 


BUFFALO 
Topic: PAYROLLS 


Mr. Ben D. Black of the William Hengerer 
Company gave an interesting talk on ‘Payroll 


Forecasting and Control” before the Novem- 
ber 13 meeting of the Buffalo Control at the 
Park Lane Hotel. Mr. Black’s talk replaced 
the program originally scheduled, in which an 
executive of the CIO was to speak on labor’s 
viewpoint on wage incentives and job evalua- 
tion plans. 


CHICAGO 
Topic: FEDERAL FINANCE 
The outlook for federal finance in the post- 
war years was the subject discussed at the 
November 27 dinner meeting of the Chicago 
Control by Dr. Howard R. Bowen, economist 
of Irving Trust Company, New York. An in- 
teresting discussion, period followed Dr. 
Bowen’s address. 


CLEVELAND 
Topic: LABOR 
“Labor’s Postwar Objectives” were outlined 
and analyzed by a .speaker representing the 
central body of the Congress of Industrial Or- 
ganizations in Cleveland on the occasion of 
the November 20 dinner meeting of the Cleve- 
land Control. 


DALLAS 
Topic: TAXES 
Mr. Robert Ash, Washington counsel of 
Prentice-Hall and chairman of the Commit- 
tee on Taxation of the District of Columbia 
Bar Association, spoke at the November din- 
ner meeting of the Dallas Control at the 
Dallas Country Club on November 28. Mr. 
Ash is author of a monograph ‘Preparation 
and Trial of Tax Cases,” and is a lecturer 
on current problems of taxation at the Prac- 
tising Law Institute. 
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Philadelphia - 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


dncorporated 


Engineers 





Washington - 


NEW YORK, N. Y. 


Chicago 








DAYTON 
Topic: BUDGETS 
Mr. E. W. Weston, secretary of the Weston 
Paper and Manufacturing Company, was the 
guest speaker at the November 8 dinner meet- 
ing of the Dayton Control. Mr. Weston re- 
turned to Dayton after having served one year 
as Chief of the Paper Board Unit of O.P.A. 
in Washington, D. C. A round table discus- 
sion followed Mr. Weston’s remarks on the 
preparation and use of budgets. 


DETROIT 
Topic: CURRENT TRENDS 

Under the title “Whither Are We Heading?” 
Mr. Frank Rising, General Manager, Automo- 
tive and Aviation Parts Manufacturers, Inc., 
discussed current trends at the November 27 
dinner meeting of the Detroit Control in the 
Hotel Statler. At the same time, it was an- 
nounced that the December 18 program would 
feature a round table discussion led by Lionel 
Sorensen on “Current Problems in Pricing Pre- 
war and Postwar Products under OPA Regula- 
tions. 

Trends revealed by the jobs survey conducted 
by the Committee for Economic Development 
were presented to the membership of the 
Detroit Control at the October 30 dinner 
meeting in the Hotel Statler, by William B. 
Hurley, staff engineer of the Detroit Edison 
Company, who is a member of the executive 
committee of C. E. D. in charge of research on 
the employment survey. 


DISTRICT OF COLUMBIA 
Topic: INVESTMENTS 


Winslow B. Van Devanter, for the past thir- 
teen years vice-president of the Lionel D. Edie 
and Company, investment counselors, addressed 
the November 27 dinner meeting of the District 
of Columbia Control in the Carlton Hotel on 
the subject of investments. At the same time 
it was announced that members of the District 
of Columbia Control have been invited to a 
joint meeting, in Baltimore on January 9, to 
hear Mr. R. C. Simpson of Gilbert Associates, 
Inc. of New York, who will speak on “Labor 
Relationships.” 


HARTFORD 
Topic: TAXES 
Members of the Hartford Control joined 
with the Connecticut Society of Certified Pub- 
lic Accountants at a dinner meeting on No- 
vember 14 in Farmington, Connecticut, for a 
discussion of “The Tax Adjustment Act of 
1945”" and other current tax problems with 
emphasis on the accounting implications. Spe- 
cific subjects covered included postwar refunds, 
extensions, limitations, interest in connection 
with carry-backs, and tentative adjustments 
with respect to amortization deductions 


HOUSTON 
Topic: BANKING CHANGES 
The effect of changes in international 
financing on American banking systems was 
analyzed by Mr. A. J. Martin, vice-president 
of the First National Bank of Houston, at 
the regular monthly dinner meeting of the 
Houston Control which was held at the 
Houston Club on November 27. 


INDIANAPOLIS 
Topic: WAGE INCENTIVES 


For its November 28 dinner meeting in the 
Lincoln Hotel, the Indianapolis Control sched- 
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Monroe Adding-Calculator AA-1 
Full Automatic. 

















Operators Who Know 
Prefer the MONROE 


Wherever Monroe Machines are used, operators quickly voice 
their preference for them once they’ve experienced Monroe’s 
“Velvet Touch” ... discovered the energy-saving ease of opera- 
iion ... the amazing speed and simplicity with which the day’s 
work flows. 

Only progressive-minded engineering—streamlined efficiency 
in every functional detail—could build and hold this prefer- 
ence for Monroe. It made the Monroe Adding-Calculator 
famous ... the world’s standard Calculating Machine for over 
a quarter of a century; it brought instant acceptance to Monroe 
Listing Machines, and to Monroe Accounting Machines whose 
modern design permits new methods and new economies in 
mechanical accounting. 

Ask our nearby representative about the advantages of 
Monroe equipment for today’s figuring and accounting needs. 
Nation-wide company-owned maintenance service and experi- 
enced systems counsel assure peak efficiency at low-upkeep cost. 
Send for your copy of the Monroe Simplified Payroll Plan. 


Monroe Calculating Machine Company, Inc., Orange, N. J. 
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MWcdbown 20 
the Pxcuttug CALCULATOR 
proves figures right! 


@ With the Printing Calculator Mr. Boat- 
Builder could easily have figured right on 
the door-width! 


To prevent mistakes like this one, the Print- 
ing Calculator simultaneously works, prints 
and proves your problems—as the tape shows! 


The Printing Calculator takes the 
place of two ordinary machines: the 
ordinary adding machines that can- 
not calculate, and the ordinary calcu- 
lating machines which cannot print! 


The Printing Calculator is the ov/y machine 
that prints as it divides automatically, mul- 
tiplies, adds and subtracts. 





In all types of business, men say it is 
ideal for statistics, percentages, bill- 
ing, and all other figuring. They 
Say it cuts costs and saves time. 


Cut your costs, save your time! 


Phone the nearest Remington 
Rand office zow, or write to 
us at New York 10, N. Y., for 
your free booklet TOPS. 





Buy, Keep 
Victory Bonds 
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uled a discussion of wage incentives, with an 
address on the subject presented by Mr. C. N. 
Harwood, manager of Industrial Engineering, 
P. R. Mallory Co., Inc. 


KANSAS CITY 
Topic: INDUSTRIAL ENGINEERING 
“Industrial Engineering as an Aid to the 
Controller’ was the subject presented by 
Mr. John B. Thurston, Director of Indus- 
trial Engineering for Transcontinental and 
Western Air, Inc. Mr. Thurston is a mem- 
ber of the New York and Federal Bars and 
a certified public accountant (New York), 
in addition to being author of “Internal Au- 
diting; A New Management Technique.” The 
discussion leader for the meeting, which was 
held at the University Club on November 
12, was Mr. E. C. Peet, controller for Trans- 
continental and Western Air, Inc. 


LOS ANGELES 
Topic: LABOR 
Mr. John Despol, a field representative of 
the United Steel Workers of America and a 
member of the Tenth Regional War Labor 
Board, spoke on the subject “Labor Looks at 
Reconversion” at the November 15 dinner 
meeting of the Los Angeles Control in the 
Hotel Clark. Mr. Roger Leason, chairman of 
the Program Committee, presided at the meet- 
ing. An open forum followed Mr. Despol’s 
talk. 


LOUISVILLE 
Topic: PRICE CONTROL 
Problems in connection with price control 
were considered at a round’ table discussion 
which featured the October 31 dinner meeting 
of the Louisville Control in the Kentucky Ho- 
tel. Among the phases considered were the 
maintenance of prices at 1944 levels in view of 
recent and present wage programs, the factors 
that should be considered in determining 
maximum prices, and the OPA price restric- 

tion program. 


MILWAUKEE 
Topic: INCOME TAXES 


For its November 13 meeting in the Plank- 
inton Hotel, the Milwaukee Control featured 
an address on “The Latest in Income Taxes” 
by Mr. Lamont E. Fonteine, a certified public 
accountant and senior member of the account- 
ing firm of Fonteine, McCurdy and Company 
of Milwaukee. 


NEW YORK CITY 
Topic: GUARANTEED ANNUAL WAGE 


The economic, social background of the 
program for a guaranteed annual wage by in- 
dustry was analyzed by Dr. Emerson P. 
Schmidt, director of the Economic Research 
Department of the Chamber’ of Commerce of 
the United States before the November 8 din- 
ner meeting of the New York City Control 
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RENEGOTIATIONS 


Do not rely upon cold figures, as these 
proceedings are not mere discussions 
of accounting. A complete presentation 
of your case is mecessary, with each 
situation containing a different set of 
factors — favorable and _ unfavorable. 
That accounts for lack of formulas and 
the latitude granted Renegotiators. 
COMPARISONS OF OPERATING 
PROFITS ARE IRRELEVANT WITH- 
OUT DETAILS ESTABLISHING 
THEM. 


HERVEY L. RUSSELL 


Renegotiations Consultant 
Ten Park Ave. 








New York 16, N. Y. 
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Take it by and large, for every $100 
you spend on clerical salaries, you 
spend $10 on business forms. 

Total, $110. 

Can that total figure be cut? 

It can be cut to $95, $85, $75 — if 
forms are engineered to your business! 

In one plant, Moore introduced 
forms that saved 81% of the typists’ 
non-productive time. In another, a 
Moore record book proved to be 149% 


faster than loose forms. 


The Moore Business Forms repre- 
sentative discovers how to combine 
forms, save paper stock, cut operating 
time. He makes specific recommenda- 
tions for your business. Then Moore 
furnishes the forms—in lots of hun- 
dreds or many millions, for one store, 
or for far-scattered branches. 

The ten companies listed below have 
long been under Moore ownership. 
Now they are combined under the 
Moore” name — without change in 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA, 


in Canada— Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 


National Sales Check Book Co., Ltd., Montreal 





ownership, management, or policy. 
This is the largest company of its kind. 

To keep production flowing, to un- 
limber new efficiency in your office 
force, perhaps to save thousands of 
dollars, get in touch with the nearest 
Moore Business Forms division, as 
listed below, or its local office. Moore 
stands ready to supply you with every- 
thing from a simple sales book to the 
most intricate multiple form that your 
business requires. 


MOORE BUSINESS FORMS, inc. 


ADV. Br WN. W. AYER 
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at the Hotel New Yorker. Dr. Schmidt is well 
known as: the author and editor of a series 
of special postwar study pamphlets issued dur- 
ing the past few years by the United States 
Chamber of Commerce. 


PHILADELPHIA 
Topic: VETERAN PLACEMENT 
Mr. Louis B. F. Raycroft, coordinator of 
the Veterans Personnel Division in the Phila- 
delphia and surrounding area, was the guest 
speaker at the November 14 dinner meeting 
of the Philadelphia Control in the Warwick 
Club. Mr. Raycroft who is manager of pub- 
lic and industry relations for the Electric 
Storage Battery Company, spoke on ‘Plans 
for Placement of Returning War Veterans.” 
It was also announced that at the December 
6th meeting of the Philadelphia Control, Mr. 
Mark E. Richardson, partner in the New York 
office of Lybrand, Ross Bros. and Montgomery, 
would be the speaker on ‘Federal Taxes.” 


PITTSBURGH 
Topic: ATOMIC ENERGY 
Replacing Dr. L. O. Grondahl who was un- 
able to attend due to illness, Mr. C. A. Scar- 
lott, editor of “The Westinghouse Engineer,” 
delivered a very interesting and instructive 
talk before the November 19 dinner meeting 
of the Pittsburgh Control in the Duquesne 
Club. Mr. Scarlott’s presentation dealt with 
wartime developments in the Westinghouse 
Electric Corporation, particularly with respect 
to atomic energy and jet propulsion. His sci- 
entific glimpse into the future was very favor- 
ably received and at the conclusion of the 
meeting, the members and guests gave the 
speaker a rising vote of thanks. 
PORTLAND 
Topic: MANAGEMENT 
Mr Austin F. Flegel, president of Willam- 
ette Iron and Steel Corporation, spoke on 
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“What Management Expects of the Control- 
ler’ at the November 16 meeting of the 
Portland Control in the Old Heathman Hotel. 
The occasion also marked the second anni- 
versary of the founding of the Control of 
which Mr. Ernest E. Ullrey, secretary-treasurer 
of the Willamette Iron and Steel Corporation, 
is president. 


ROCHESTER 
Topic: POSTWAR DISTRIBUTION 


“Distribution Costs for Postwar Opera- 
tions” was the subject discussed at the Oc- 
tober 31 dinner meeting of the Rochester 
Control in the Rochester Club by Mr. Paul W. 
Atwood, partner, Stewart, Brown and Asso- 
ciates, New York City. Mr. Atwood’s organi- 
zation specializes as distribution consultants 
and in marketing research, and he presented 
some of the many problems facing firms in the 
reorganization of sales forces and the trans- 
portation and marketing of products. 


SAN FRANCISCO 
Topic: FUTURE CONDITIONS 


With the subject “Where Do We Go From 
Here,’ Mr. W. B. Tyler, vice-president, secre- 
tary and general counsei for California & 
Hawaiian Sugar Refining Corporation, spoke 
before the November 15 dinner meeting of 
the San Francisco Control in the St. Francis 
Hotel. Mr. Tyler is vice-president of the Em- 
ployer’s Council and was a member of the 
Tenth Regional War Labor Board. It was 
announced at the meeting that the Christmas 
meeting date had been changed to Friday, 
December 21. 


ST. LOUIS 
Topic: BUDGETS 


Forecasting and budgeting practices, includ- 
ing forecasting of sales and net income, the 


preparation of departmental budgets, and fore- 
casting of future cash position were considered 
at a closed meeting of the St. Louis Control 
in the Hotel Statler on November 27. Mr. Earl 
J. Wipfler, Budget Director of Monsanto 
Chemical Company, was the speaker on the 
occasion. 


SYRACUSE 
Topic: PRICING 
A round table discussion on O.P.A. pricing 
problems, led by Messrs. F. F. Hoyt and W. H. 
Schroder, featured the November 20 dinner 
meeting of the Syracuse Control in the Onon- 
daga Hotel. The Control announced that it has 
postponed for the time being its plans to hold 
an ‘Executives’ Night’ meeting. 


TOLEDO 
Topic: RECONVERSION PROBLEMS 


Controllership problems in the reconversion 
period with particular emphasis upon the 
problems of reconversion pricing were covered 
at a round table discussion meeting of the 
Toledo Control in the Secor Hotel on Novem- 
ber 8. This meeting was a supplement to 
the Control’s October program at which a 
number of reconversion problems were like- 
wise considered. 


TWIN CITIES 
Topic: BUSINESS OUTLOOK 


Dr. Arthur R. Upgren, associate editor of 
the Minneapolis Star-Journal and Tribune, 
forecast the business outlook for 1946 in the 
course of his address before the November 
6 dinner meeting of the Twin Cities Control 
in the St. Paul Athletic Club. Dr. Upgren 
had previously addressed the Control some 
two years ago at which time he was serving 
as vice-president and economist of the Federal 
Reserve Bank in Minneapolis. 
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Was It Worth $4? 


Time to Take Inventory! What did your $4 
subscription to THE CONTROLLER bring you in 1945? 


JANUARY 1945 


“Readjustment Problems of Business in The Postwar Period,” 
by Edward E. Lewis. 

“Organization for Corporate Control,” by J. W. Jolders. 

“Production and Manufacturing Control,” by W. E. Crotsley. 

“Compliance with Wage Stabilization,” by Robert Littler. 

“Decisions and Regulations of Wage and Salary Stabilization,” 
by Willis L. Russell. 

“Financing for Postwar Expansion,” 4y Walter E. Hoadley, Jr. 

“Should Excess Profits Tax be Deferred?” by Joseph A. Ma- 
loney and William B. Wood. 

“Accounting Treatment Applicable to Refunding Operations,” 
by R. E. Brennan. 


FEBRUARY 1945 


“As Management Sees Our Postwar Labor Problems,” by C. S. 
Ching. 

“Labor’s Viewpoint on Our Postwar Labor Problems,” 4) 
Robert J. Watt. 

“The ‘Why’ of Job Evaluation,” by Samuel L. H. Burk. 

“A Program for Processing Terminations,” by N. W. Kurz. 

“Purposes and Advantages of Sound Organization Structure,” 
by E. B. Oyaas. 

“Inventory Controls in Anticipation of Postwar Conditions,” 
by Maurice E. Peloubet. 

“Pennsylvania’s Merit Rating Experience in 1944,” by Thomas 
J. Donaghy. 

“Merit Rating: ‘The Other Side,’” by R. E. Frederickson. 


MARCH 1945 


“Employment of Veterans: An Analysis of the Problem,” 4) 
Brigadier General Frank T. Hines. 

“Control of Profits in the Period Immediately Following VE- 
Day,” by Willard P. Dudley. 

“Some Observations in the Field of Accounting,’ by Gay Car- 
roll. 

“Increasing the Controller's Usefulness to Top Management,” 
by Marvin Bower. 

“Annual Reports to Stockholders,’ by Robert S. Warner. 

“Necessity for Changes in Accounting Practices Due to Changes 
in General Conditions,” by H. M. Iverson. 

Variations in Unemployment Insurance Contribution Rates,” 
by Milton O. Loysen. 


APRIL 1945 


“Taxes and Unemployment,” by Honorable Frank Carlson. 

“Internal Auditing: The Viewpoint of the Public Accountant,” 
by W. A. Sunstrum. 

“Are Financial Resources Adequate for Postwar World Trade?” 
by Emil Leuenberger. 

“Government Creditors Asked to Certify Original Invoice 
Only,” by E. W. Bell. 

“Techniques in Modern Managerial Control,” by Edward J. 


Gessner. 
MAY 1945 


“Controllership’s Contribution to the War,” by Ralph V. Hunt. 

“How and When to Use a Reserve for Wartime Contingencies,” 
a Correspondence. 

“Latest Developments in Wage Stabilization,’ by Theodore W. 
Kheel. 

“The Contractor's Organization for Terminations,” by Wilfred 
Reetz. 

“Work of the Advisory Committee on Government Question- 
naires Gains Further Commendations,” by Paul Haase. 


JUNE 1945 


“The Changing Character of Bank Loans,” by P. F. Gray. 

“Relations Between Controllers and Independent Public Ac- 
countants,” by J. R. Jordan. 

“Stockholder Surveys Provide Guide-Posts for Management,” 
by Paul Haase. 


(For a complete picture of The Controller in 


“Simphifications in Cost Accounting Procedure,” by Harry B. 
Gutman. 

“Settlement of Terminated Contracts,’ by Captain Charles J. 
Gaa and Captain Gerald Maxfield. 

JULY 1945 

“Outlay and Income,” by Lloyd Gibson. 

“Questions and Answers on Wage Stabilization,’ by Hubert 
F, Teitman and Dr. Thomas Norton. 

“Re-employment of Veterans,” by Major Edward A. Sherman. 

“Tax Law Revisions Urged.” 

“T.D. 5405 Reconsideration Requested.” 


AUGUST 1945 
“War Department Pricing Policy,” by Harry E. Howell. 
“Industry’s Viewpoint of Renegotiation for 1944,” by H. T. 
McAnly. 
“Recent High-Lights in Tax Cases,” by Claude W. Dudley. 


‘New Era in Stockholder Relations,” by Weston Smith. 
“We Must Chart the Road Ahead in Controllership,” by Ed- 


win W. Burbott. 


SEPTEMBER 1945 


“Section 722: Recent Developments,” by J. Paul Grogan. 
“Government Regulation of Business in the Postwar Era,” by 


Leo Barnes. 


“The Result of State Centralization of Powers,” by A. S. Pou- 


chot. 


“Salary Job Evaluation and Administration,” by A. W. Dold. 
“What the President Expects of the Controller,” by A. G. Neal. 
“The Postwar Petroleum Industry,” by Dr. C. L. Burrill. 
“Blunders of Modern Business,” by Joseph J. Myler. 

“The Controllership Foundation: Its Aspirations and Policies,” 


by Daniel J. Hennessy. 
OCTOBER 1945 


‘Financial Controls and Their Significance to Management,” 


by G. C. Ellis. 


“Warehousing’s Role in Postwar Inventory Financing,” by 


Robert L. Gordon. 


“Is Office Evaluation the Answer to Salary Stabilization?” by 


R. C. Trundle. 


“Internal Reports to Management,”’ by Mark D. Littler. 
‘‘13-Period Accounting in the Newspaper Industry,” by W. R. 


Hays. 


“Postwar Employment Plan,” by Lester M. La Porte. 
‘A Managing Executive’s Concept of Controllership,” by R. J. 


Goldie. 
NOVEMBER 1945 


“Something New in Annual Reports,” by William J. Barrett. 
“Good Old Overhead!” by W. I. McNeill. 

“Pension Plan Fundamentals,” by Joseph E. Bright. 

“Postwar Plans for War Veterans,” by Lawrence A. Appley. 
“Business and Government Planning,” by Robert E. Minckler. 
“Immediate Reconversion Problems of Controllers.” 


DECEMBER 1945 


“Funded Debt and Equity Financing,” by R. W. Baird. 
“Labor and Personnel Problems during Reconversion,” by O. C. 


Cool. 


“Control in Returning to a Competitive Market,” 4 Symposium. 
“How Multiple Management Improves Morale, Methods and 


Profits,’ by Thomas R. Reid. 


“Planning for Organization,’ by Winthrop Dwelle. 
“Rehabilitating Internal Controls,” by Donald P. Perry. 
“Business Outlook for 1946,” by Arthur R. Upgren. 


EVERY MONTH 


“Scanning the Controllership Scene.” 
Reviews of Recent Business Publications. 
Brief Items of Interest to Controllers. 
Editorial Comment. 

Institute Activities. 

Personal Notes About Controllers. 


1945, see the Index for the year in this issue) 
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PLANS 


TO SIMPLIFY YOUR 
BUSINESS PAPER WORK 


Send for free folders which give full details on how Mimeograph 


duplication speeds and simplifies major business functions 





With Mimeograph* duplication, an 
amazing number of paper work func- 
tions can be handled with one writ- 
ing. This not only simplifies clerical 
detail, it also shaves down the margin 
for error and injects more positive 


PURCHASING, RECEIVING 
AND INSPECTION 


Positive control over all pur- 
chased parts and raw mate- 
rial—and a single writing does 
it! Purchase order, receiving 
and inspection forms, in suffi- 





cient quantity to go to every- 
one concerned, are produced from one original writing 
on a Mimeograph form-topped stencil sheet. 








MAIL COUPON FOR FREE COPIES 
OF THESE FOLDERS > 


COPYRIGHT, A. B. DICK COMPANY 





control all along the line. 

To show you how this works out in 
actual cases, two folders detailing the 
Mimeograph method of handling 
these important functions are ready 
to come to your desk. 


COMPLETE PRODUCTION 
CONTROL 


Paper work that controls, 
speeds and systematizes 
factory functions. With 
the method offered by 
Mimeograph duplica- 
tion, unnecessary rewriting is eliminated. One writing 
does the work of many. The black-on-white copies pro- 
duced on the Mimeograph duplicator stand up under 
factory handling, remain clear and legible. 


Mimeograph duplicator 


*MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Pat. Off. 


| 
| eee 
| A. B. Dick Company, Dept. Q-1245, 720 W. Jackson Blvd., 
| Chicago 6. 
| Please send me literature on your method of handling these 
business functions: 
| | | O Purchasing, Receiving and Inspection 
| 
| 
l 
| 
I 


O Complete Production Control 





| 
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The following index of articles and other materials which have been presented in the columns of THE CONTROLLER in the twelve issues pub- 
lished during 1945 is presented with the thought that it will facilitate reference and make the material quickly available for study. 


Accountants, public, relations between control- 
lers and independent, Jordan, 274 
Accounting: 
Changes in practices, necessity for, due to 
changes in general conditions, Iverson, 


Mar. 31 
Cost, simplification in procedure, Gutman, 
280 


Costs’ comparisons with net sales (editorial 
comment), Nov. 555 
Federal, method criticized, Feb. 90 
Observations in field of, some, Carroll, Mar. 
118 
13-period, in newspaper industry, Hays, Oct. 
509 
Treatment applicable to refunding opera- 
tions, Brennan, R. E., Jan. 30 
Administration, salary job evaluation and, Dold, 
Sept. 439 
Aircraft industry's future rests on reconversion 
planning, July 363 
American economy after V-Day, Chase, Aug. 
392 
Amortization, shorter periods a boon to busi- 
ness (editorial comment), Feb. 57 
Amortized capital assets, accounting treatment 
(editorial comment), Nov. 554 
Analytical ledger, Jackson, Nov. 576 
Annual reports: 
Just what should it do? Feb. 82 
Something new in, Barrett, Nov. 556 
To stockholders, Warner, Mar. 128 
Auditing, internal: The viewpoint of the public 
accountant, Sunstrum, Apr. 173 


Bank holding companies, Federal Reserve seeks 
curb on, Aug. 382 
Bank loans, changing character of, Gray, 270 
Banking services, postwar, Mar. 152 
Bankruptcy, failure to keep records and, Aug. 
404 
Banks absorb wartime debt increase, 281 
Blue Cross program gains nation-wide accept- 
ance, July 340 
Blunders of modern business, Myler, Sept. 446 
Bonds, tax-free utility, called big “tax evasion 
racket,’ Mar. 164 
Book reviews: 
Accounting for the business executive, Fin- 
ney, H. A., July 352 
Business executive’s guide, Lasser, Oct. 534 
Business leadership in the large corporation, 
Gordon, Robert A., Sept. 466 
Civil aviation and peace, Van Zandt, J. 
Parker, Jan. 40 
Creative demobilization, 


Gutkind, E. A., 


Feb. 90 

Credit manual of commercial law, 1945 ed., 
Feb. 90 

Demobilization of wartime economic con- 


trols, Clark, John M., 298 

Democracy under pressure, Chase, Stuart, 
Mar. 148 

Economic development of French Indo- 
China, Robeguain, Charles, Apr. 198 

Effect of federal taxes on growing enter- 
prises, Butters and Lintner, Oct. 534 

Extension agreements with debtors, Ever- 
berg, Carl B., Apr. 198 

For personal income tax, Evans and Hal- 
perin, Feb. 90 

Geography of world air 
Zandt, J. Parker, Jan. 40 

Guide posts to a free economy, Lutz, Harley 

L., Dec. 658 


transport, Van 





SUBJECT AND TITLE INDEX 


Handbook of accounting methods, Lasser, 
J. K., Feb. 90 

How to speed up settlement of your termi- 
nated war contract, Lasser, Aug. 404 

International tribunals, Hudson, Manley O., 


298 
Masters of mass production, Borth, Aug. 404 
Modern industrial organization, Rauter- 


strauch, Walter, 298 

New York law affecting business corpora- 
tions, Smith, J. B. R., ed., Aug. 404 

Postwar fiscal requirements—federal, state 
and local, Kimmel and associates, Nov. 
592 

Production credit system for farmers, Butz, 
Earl L., Apr. 198 


Retail trade association, Levy, Hermann, 
July 352 

Sociology of the Renaissance, Martin, Alfred 
von, 298 

Tax relief under Section 722, Ellis, Paul W., 
Dec. 658 


Taxable income, Magill, Roswell, Sept. 466 
Termination manual, MacArthur, W. O., 
Apr. 198 
Brief items, Jan. 36, Feb. 88, Mar. 150, Apr. 
200 
Budget, federal, low postwar as liberty symbol, 
Oct. 495 
Budgetary control of income and expenses, 
Nov. 573 
Business: 
Controller's place in, Dec. 642 
Failures trends in two world wars, 292 
Government planning and, Minckler,, Nov. 
571 
Outlook for 1946, Upgren, Dec. 637 
Buyers, caution on over-ordering and cancel- 
lation by, Haase, Dec. 639 


Capital : 
Corporate net working, at new high, July 
362 
Equipment, postwar, estimated, Aug. 412 
Cartels viewed as enemy of free enterprise, 
Sept. 484 
Certificates of non-necessity, rush for (edito- 
rial comment), 267 
Chain store industry, inventory control applied 
to, Candee, Feb. 94 
Chase, Stuart, depicts American economy after 
V-Day, Aug. 392 
Competitive market, control in returning to, 
Dec. 626 
Compliance with wage stabilization, Littler, 
Robert, Jan. 16 
Construction industry, balanced 
economy requires, Nov. 575 
Contract termination: 
“Bottleneck” in settlement (editorial com- 
ment), Feb. 57 
Committee on Policies and Procedures 
studies current developments, May 247 
Contractor's organization for, Reetz, May 
231 
CPFF settlements unduly delayed? (edito- 
rial comment), July 321 
Preparation of claims hastens 
(editorial comment), Feb. 56 
Processing, a program for, Kurz, Feb. 65 
Published material available on settlements, 
312 
Settlement of terminated contracts, Gaa and 
Maxfield, 282 


national 


settlements 





Target for, Dec. 631 
Time (editorial comment), 267 


Contractor's organization for terminations, 
Reetz, May 231 
Control: 
Corporate, organization for, Jolders, J. W., 
Jan. 10 
In returning to a competitive market, Dec. 
626 


Internal, rehabilitating, Perry, Dec. 632 

Production and manufacturing, Crotsley, 
W. E., Jan. 13 

“Controller,” July considerations show new 

trends, July 338 

Controllers: 

Analyze federal tax plans, Tucker, Mar. 137 

Brief items of interest to, Jan. 36, Feb. 82, 
Mar. 150, Apr. 200 

“Comptroller’’ annoys (editorial comment), 
July 321 

Contributions to reconversion outlined, Jar- 
chow, Oct. 524 

Immediate reconversion problems, Nov. 567 

Interest in insurance protection, Aug. 390 

Internal auditing and (editorial comment), 
July 321 

Letters from, Jan. 44, Sept. 460, Nov. 598 

Looking ahead (editorial comment), Jan. 4 

Management and, 126 

Mounting problems uf, over 11 years, Aug. 
408 

Personal items of interest to, Mar. 136, Apr. 
202, May 252, June 304, July 354, Aug. 
406, Sept. 474, Oct. 546, Nov. 604, Dec. 
656 

Place in business, Dec. 642 

Recommendations on wage and withholding 
reports submitted, Dec. 640 

Relations between independent public ac- 
counts and, Jordan, June 274 

Signing annual financial statements, more 
(editorial comment), Apr. 169 

Tax responsibilities listed, Oct. 514 

Treasurer's role contrasted, July 339 

Usefulness to top management, increasing, 
Bower, Mar. 124 

Wartime role depicted, Apr. 204 

What the president expects of, Neal, Sept. 
44] 

Controllers Institute of America: 

Activities, Jan. 44, Feb. 98, Apr. 204, May 
246, June 286, Aug. 410, Sept. 478, Dec. 
664 
Outlined in report to directors, May 237 

Annual meeting curtailed (editorial), Aug. 
370 

Current activities outlined in report, Apr. 
206 

Directors newly elected, Oct. 517 

Educational program moves forward, Haase, 


Apr. 189 
Girds for challenge of future, Burbott, Oct. 
516 


Keeping up with members, Jan. 27 

Leaders of committees in 1945, Feb. 80 

Logan, Edward B., to head educational re- 
search, Perry, June 287 

McConnell, E. E. chosen president, Tucker, 
Oct. 517 

McConnell pledges Institute to service, Nov. 
580 

Members: 

In service, June 310 

Keeping up with, Feb. 81 
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Newly elected, Jan. 52, Apr. 212, May 
258, July 364, Sept. 483, Oct. 548, Dec. 
680 

Officers and directors, Oct. 520 

Officers newly elected, Oct. 516 

Postwar tax plan outlined, Nov. 581 

Recommendations adopted in JTR-15, Feb. 
104 

Varied program reflected in report, Feb. 98 

Controllership: 

Advance step-by-step, Nov. 600 

Contribution to war, Hunt, May 221 

Crescendo of activities, Sept. 480 

Education being planned (editorial com- 
ment), Sept. 427 

History in the making, Dec. 666 

June’s development through the years (edi- 
torial comment), June 268 

Managing executive's concept of, Oct. 513 

Professional (editorial comment), Apr. 168 

Respect enhanced for (editorial comment), 
Oct. 490 

Scanning the scene, Sept. 470, Oct. 522, 
Nov. 588, Dec. 646 

Stuff of which made (editorial comment), 
May 218 

Twentieth century development, Nov. 578 

Upward surge of, Oct. 536 

We must chart road ahead for, Burbott, Aug. 


393 
Controllership Foundation: 
(editorial comment), Sept. 427 
Aspirations and policies, Hennessy, Sept. 


452 
Creation a significant milestone, Burbott, 
E. W., Jan. 26 


Trustees named, Apr. 188 
Welcomed, Tucker, Arthur R., Jan. 26. 
Controls (chapters): 
Buffalo is host to sixth tri-control meeting, 
July 361 
Los Angeles inaugurates job clearing house, 
May 234 
Meetings of, Jan. 48, Feb. 100, Mar. 160, 
Apr. 208, May 254, June 306, July 358, 
Aug. 419, Oct. 544, Nov. 606, Dec. 668 
New York State, form legislative committee, 
Mar. 137 
Nonpartisan coalition advisors urged for 
presidency at Louisville meeting, June 294 
Officers and directors elected for 1945-1946, 
Aug. 416 
“Philadelphia Story,” May 250 
Presidents, newly elected, Sept. 476 
Regular meeting dates, Oct. 540 
St. Louis, tenth anniversary, Nov. 555, 608 
Seattle names committee chairmen, Nov. 596 
Corporate control, organization for, Jolders, J. 
W., Jan. 10 
Cost accounting, simplification in procedure, 
Gutman, June 280 
Cost-plus contracts, Supreme Court rules on, 
Mar. 152 
Creditors, government, asked to certify origi- 
nal invoice only, Bell, Apr. 180 
Cyclical provisions, application for excess profits 
tax relief, Sept. 445 


Debt, funded, and equity financing, Baird, 
Dec. 620 

Department stores: 
Controlling shoe inventory in, Mar. 154 
Results studied, Aug. 420 
Small, operations analyzed in Harvard study, 

Mar. 127 

Depreciation, accelerated, “basic weaknesses’’ 

seen in, Feb. 108 


Earnings, estimated vs. actual (editorial com- 
ment), Mar. 113 


Editorial comment: 

Accounting costs’ comparisons with net sales, 
Nov. 555 

Accounting treatment of amortized capital 
assets, Nov. 554 

Amortization periods, shorter, a boon to 
business, Feb. 57 

Annual financial statements, more controllers 
signing, Apr. 169 

Annual meeting of controllers 
Aug. 370 

Appreciation, words of, Mar. 112 

Brief glance at 1944, Jan. 4 

Budget, A Real Inventory and, Dec. 618 

Certificates of non-necessity, rush for, June 
267 

Christmas Greetings, Dec. 619 

Classifying traveling expenses as income, 
Nov. 554 

“Comptroller” annoys controllers, July 321 

Compulsory saving, July 319 

Contract termination “bottleneck,” Feb. 57 

Contract termination time, June 267 

Contractors’ settlement claims open to im- 
provement, Mar. 113 

Controller and internal auditing, July 321 

Controller's report? Apr. 169 

Controllers looking ahead, Jan. 4 

Controllers on OPA industry committees 
perform valuable service, Sept. 427 

Controllership developments through the 
years, June’s, June 268 

Controllership education 
Sept. 427 
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Dec. 637 


Warner, Robert S., Annual reports to stock- 
holders, Mar. 128 

Watt, Robert J., Labor's viewpoint on our post- 
war labor problems, Feb. 59 

Wood, William B., see Maloney, Joseph A. 


Comptroller Division which the Missouri Constitution re- 
quires to set up as part of the Revenue Department. 


Technical Gains and Employment Discussed in Report 
on Trends in Collective Bargaining 


New products, new materials and labor saving machinery can be 
introduced, without great hardship to either labor or management 
if both will cooperate in the process. So states the Twentieth Century 
Fund in a recent report on “Trends in Collective Bargaining,” which 
includes a series of recommendations. 
some of the technological battles of the past, as when streetcar com- 
panies fought the introduction of busses and hand printers resisted 
type-setting machines, and reaches the conclusion: “The record of col- 
lective bargaining shows the futility and the short-range attitude of 
restricting improved methods of work. 
ficial results of union acceptance of labor-saving methods. ... . On 
the whole, unionism has not convinced any large segment of man- 
agement of its eagerness for technological advance. 
quire a change in attitude on the part of organized labor as great 
as the one should employers in general accept rather than oppose 
the spread of unionism.” 


The research report reviews 


It also shows some bene- 


This may re- 
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NEW MEMBERS ELECTED 


— 








By action of the Executive Committee on 
October 24, 1945, the applicants named be- 
low were elected to active membership in 

. The Institute: 


RussELL G. BANNISTER _ 
Petrol Corporation, Philadelphia 

DoNaALD R. Bocecs 
Standard Oil Company of Texas, Houston, 
Texas 

RussELL E. BROOKS 
Eastern Corporation, Bangor, Maine 

J. A. BuRKE 
Gibbs Gas Engine Company of Florida, 
Jacksonville, Florida 

James M. CLARK 
Gulf Atlantic Warehouse Company, Hous- 
ton, Texas 

Dona.Lp H. DALBECK 
Reed-Prentice Corporation, Worcester, Mas- 
sachusetts 

WittraM A. HARMAN ; 
The National City Bank of Cleveland, 
Cleveland 

RIcHARD G. JONES 
Handy and Harman, New York City 

Davip P. LARSEN : 
Shevlin, Carpenter & Clarke Company, Min- 
neapolis, Minnesota 

THOMAS F. MowLE 
Dow Jones & Company, Inc., New York 
City 

Howarp W. OHLSEN 
Bendix Helicopter, Inc., New York City 

WiLus B. ORAM 
Darling Valve & Manufacturing Company, 
Williamsport, Pennsylvania 

AVERILL B. PFEIFER 
Medusa Portland Cement Company, Cleve- 
land 

MARVIN F. PIXTON 
The Ingalls Iron Works Company and Sub- 
sidiaries, Birmingham, Alabama 

JOHN W. RANKIN 
W. B. Saunders Company, Philadelphia 

LESTER E. REYNOLDS 
The Connecticut Light and Power Company, 
Hartford, Connecticut 

EpwiIn J. Rock 
Arma Corporation, Brooklyn, New York 

Car L. SCHMID 
Sheffield Farms Company, Inc., New York 
City 

EmIL L. SCHNEIDER 
York Safe & Lock Company, York, Penn- 
sylvania 

HuBert L. SMITH 
Standard Oil Company of Texas, Houston, 
Texas 

SPENCER E. Twist ; 
Colonial Optical Company, New York City 


Harry L. WHYBRA 
The Owl Drug Company, San Francisco 
ALBERT A. YOUNG 
New York Quinine & Chemical Works, 
Inc., Brooklyn, New York 


At a meeting of the Board of Directors of 
The Institute on November 16, 1945, the ap- 
plicants listed below were elected to active 
membership: 


CaRL M. BLUMENSCHEIN 
Container Corporation of America, Chicago 
MERTON C. CARR 
Foley Brothers Dry Goods Company, Hous- 
ton 
FRED L. CLEARMAN 
Weyerhaeuser Timber Company, Tacoma, 
Washington 
CALVIN L. DRAKE 
Hydril Corporation, Los Angeles 
Victor F. GREIS 
A. G. Spalding & Brothers, Inc., Chicopee, 
Massachusetts 
EDMUND L. GRIMES 
Commercial Credit Company, Baltimore 
WILLIAM H. HurTZMAN 
The First National Bank of Philadelphia, 
Philadelphia 
ARTHUR M. JONES 
Goodall-Sanford, Inc., Sanford, Maine 





Tuomas A. McCosKER 
William Sellers and Company, Inc., Phila- 
delphia 
Frep A. Ruby 
Imperial Furniture Company, Grand Rapids 
ROBERT M. SHERWOOD 
The Evening News Association, Detroit 


RAYMOND E. SNYDER 
Merck and Company, Inc., Rahway, New 
Jersey 

ROBERT K. STOLZ 
American Box Board Company, Grand Rap- 
ids 

WILFRID B. STONHAM 
Tennessee Corporation, New York 


JOHN M. THOMPSON 
The Canadian Westinghouse Company, Ltd. 
Hamilton, Ontario, Canada 
HERBERT M. WILLGOHS 
J. J. Newberry Company, New York 
Howarp F. ZINSMEISTER 
The Syracuse Trust Company, Syracuse, New 
York 


A study by the National Association of 
Manufacturers, of more than 32,000 com- 
panies, indicates that delay in handling returns 
and claims is considered the most serious tax 
administration problem, as regards activity of 
the Federal Internal Revenue Bureau, by nearly 
20 per cent. of the firms responding in the 
survey. Depreciation controversies, the atti- 
tude of Bureau agents, and expense of com- 
pliance rank next in order, with excess profits 
relief, frequent changes in regulations, offi- 
cers’ salaries problems, and pension plan diffi- 
culties, being other sources of concern to in- 
dustrial management. 





Statement of the Ownership, Management, Circulation, Etc., Required 
By the Acts of Congress of August 24, 1912, and March 3, 1933 


Of “The Controller’? published monthly at Brattleboro, Vermont, for October 1, 1945. 


State of New York, County of New York, ss. 











Election of the 40 new 
members named brings | 


the total membership of 
_ The Institute to 


2,728 | 














Before_me, a notary public, in and for the State and county aforesaid, personally appeared 
Arthur R. Tucker, who, having been duly sworn according to law, deposes and says that he 
is the Editor of “The Controller” and that the following is, to the best of his knowledge and 
belief, a true statement of the ownership, management (and if a daily paper, the circulation), 
etc., of the aforesaid publication for the date shown in the above caption, required by the 
Act of August 24, 1912, as amended by the Act of March 3, 1933, embodied in section 537, Postal 
Laws and Regulations, printed on the reverse of this form, to wit: 


1. That the names and addresses of the publisher, editor, managing editor, and business man- 
agers are: Publisher, Controllers Institute of America, Inc., One E. 42nd Street, New York 17, 
N. Y.; Editor, Arthur R. Tucker, One E. 42nd St., New York 17, N. Y.; Managing Editor, Paul 
Haase, One E. 42nd St., New York 17, N. Y.; Business Manager, (Miss) Louise C. Knudsen, One 
E. 42nd St., New York 17, N. Y. 

2. That the owner is: (If owned by a corporation, its name and address must be stated and 
also immediately thereunder the names and addresses of stockholders owning or holding one 
per cent. or more of total amount of stock. If not owned by a corporation, the names and 
addresses of the individual owners must be given. If owned by a firm, company, or other 
unincorporated concern, its name and address, as well as those of each individual member, 
must be given.) 

Controllers Institute of America, Inc., One E. 42nd St., New York 17, N. Y. No stock or bond hold- 
ers, Membership corporation, without capital stock. 

3. That the known bondholders, mortgagees, and other security holders owning or holding 1 
per cent. or more of total amount of bonds, mortgages, or other securities are: (If there are 
none, so state.) None. 

4. That the two paragraphs next above, giving the names of the owners, stockholders, and 
security holders, if any, contain not only the list of stockholders and security holders as they 
appear upon the books of the company but also, in cases where the stockholder or security holder 
appears upon the books of the company as trustee or in any other fiduciary relation, the name 
of the person or corporation for whom such trustee is acting, is given; also that the said two 
paragraphs contain statements embracing affiant’s full knowledge and belief as to the circum- 
stances and conditions under which stockholders and security holders who do not appear upon 
the books of the company as trustees, hold stock and securities in a capacity other than that of a 
bonafide owner; and this affiant kas no reason to believe that any other person, association, or 
corporation has any interest direct or indirect in the said stock, bonds, or other securities than 
as so stated by him. 

5. That the average number of copies of each issue of this publication sold or distributed, 
through the mails or otherwise, to paid subscribers during the twelve months preceding the date 
shown above is 4,600. (This information is required from daily publications only.) 


ARTHUR R. TUCKER, Editor. 
Sworn to and subscribed before me this 28th day of September, 1946. 
RANGHILD E. CARLSON, Notary Public, Queens Co. 
Essex Co. Clk. No. 131, Reg. No. 105-H-5 


Certificate filed in N. Y. Co. Clks. No. 301, Reg. No. 212-H-5 
(My commission expires March 30, 1946) 

















“Is Your Company Considering an 


Employee Benefit Program?” 


“I see you are reading the Chase Book. That book was a big help in 
giving my company basic information on the whole subject. 

“We also conferred with the Chase Pension Trust Officers about our 
particular problems, and as a result we have adopted a plan that is 
specifically designed to fit our situation. 


Corporation officials are invited to confer with Chase officers who give their attention 
exclusively to this subject. And, when a plan has been formulated, the appointment of 
the Chase as corporate trustee will bring to the administration of the trust, expert, 
permanent, impartial and economical service. 

Our 92-page summary entitled “Pension, Bonus and Profit-Sharing Plans,” covering the funda- 


mentals of formulating and financing employee benefit plans is available. We invite you or your 
consultant to ask for this study and to discuss your particular case with us — without obligation. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Pension Trust Division 
11 BROAD STREET Telephone HAnover 2-9800 NEW YORK 15 











Mr. Walter R. Lindgren, Produc- 
tion Control Manager, American 
Machine & Foundry Company, 


installation being used there for 
production control. 


Today and tomorrow in Fly Cae 
part of the Produc-Trol board 


pictured before you 


RECONVERSION BLUES? PRODUCTION HEAD. bottlenecks, delays, shortages of materials and parts. 
ACHES? Not at the American Machine & Foundry Com- Regardless of your size or type of business, you too can 
pany in Brooklyn, where they are using the Produc-Trol increase production and lower cost through the use of 
visible system of control for job scheduling. Through the Produc-Trol. American Machine & Foundry is only one 
use of Produc-Trol they have cut costs, saved valuable of over 5000 firms where Produc-Trol has solved a great 
time of busy executives and have been able to keep their many problems on material control, tool control, engi- 
records in A-1 condition. Produc-Trol is a visible system neering scheduling, parts into assembly, individual order 
of control that actually gives you a complete accurate scheduling and countless other functions. 
picture of all records and facts in ten seconds flat. At any Why not let one of our Methods Engineers come and 
minute of the day you know every up-to-the-minute fact. discuss Produc-Trol with you at no obligation on your 
Produc-Trol’s visual control automatically focuses atten- part. Write today for further information regarding 


tion to items requiring immediate action, thus eliminating your own specific needs. 


| WASSELL ORGANIZATION 


DEPT. C 12, WESTPORT, CONN | PRODUC-TROL 


Please send me a copy of “The Spotlight of Management.” 
WASSELL ORGANIZATION, Westport, Conn. 


9 


i NAMI 


TITL! 


Phone: Westport 2-4112. See telephone book for Produc- 


| COMPANY Trol office in your city. In Canada—Seeley Systems 


Corp., Ltd—Toronto and Montreal. 
| ADDRESS ies ae | 





